United States Court of Appeals 

for the 

District of Columbia Circuit 



TRANSCRIPT OF 
RECORD 






JOINT APPENDIX 


Nos. 10676, 10677, 10678 


GOVERNMENT SERVICES, INC., Petitioner, 


DISTRICT OF COLUMBIA, Respondent 


Petition for Review of Decision of the Board of Tax 
Appeals for the District of Colombia. 


farted States Court of Appeals 
For ths 

District of Co/uabia Circuit 








INDEX TO JOINT APPENDIX. 

Page 

Petition, D.C.B.T.A. Docket No. 1163. 2 

Petition, D.C.B.T.A. Docket No. 1165. 6 

Petition, D.C.B.T.A. Docket No. 1177. 11 

Decision, D.C.B.T.A. Docket No. 1163. 16 

Decision, D.C.B.T.A. Docket No. 1165. 16 

Decision, D.C.B.T.A. Docket No. 1177. 17 

Findings of Fact and Conclusions of Law. 17 

Findings of Fact. 17 

Conclusions of Law. 27 

Memorandum . 27 

Petition for Review, D.C.B.T.A. Docket No. 1163. 32 

Petition for Review, D.C.B.T.A. Docket No. 1165. 34 

Petition for Review, D.C.B.T.A. Docket No. 1177. 36 

Proceedings . 38 

Witnesses: 

R. R. Ayers. 73 

General U. S. Grant LEI.38,44 

D. D. Vest..'. 62 

Herbert L. Willett, Jr.41,51 

Exhibits . 82 

Petitioner’s Exhibit: 


No. 1: Agreement of June 30, 1927, between Pe¬ 
titioner and Director of Public Buildings 
and Public Parks of the National Capital 82 

No. 9: Excerpt from Certificate of Incorpora¬ 
tion, Recorded January 18,1927 . 86 






















11 


Index Continued. 




Page 

No. 10: Excerpt from Amendment to the Certifi¬ 


cate of Incorporation, Recorded March 
18, 1935 . 88 

No. 11: Excerpt from Certificate of Amendment 
of the Certificate of Incorporation, Re¬ 
corded August 2, 1944 .. 90 

No. 12: Excerpt from Certificate of Amendment 
of the Certificate of Incorporation, Re¬ 
corded May 7, 1945 . 91 

No. 13: Excerpt from Certificate of Change of 

Name, Recorded June 12, 1945 . 93 

No. 15: By-Laws in force in 1948 . 95 

No. 6: Consolidated Comparative Operative 
Statement Calendar Year 1948 with Cal¬ 
endar Year 1947 . 103 

Comparative Analysis of Expenses Cal¬ 
endar Year 1948 with Calendar Year 1947. 104 

No. 7: Condensed Statement of Operations Cal¬ 
endar Year 1948 . 106 

No. 8: Balance Sheet December 31, 1948 . 114 

No. 22: Schedule of Cafeterias and Snack-Bars 

Consistently Non-Profitable .116 

No. 23: Schedule of All Other Units Consistently 

Non-Profitable. 117 

No. 24: Number of Patrons and Net Profit Per 

Tray . 118 

No. 4: Helvering Letter of June 15, 1938 . 119 














IN THE 


United States Court of Appeals 

Fob the District of Columbia Circuit. 

I 

April Term, 1950. 


No. 10676, No. 10677, No. 10678. 


GOVERNMENT SERVICES, INC., Petitioner, 

v. 

DISTRICT OF COLUMBIA, Respondent. 


Petition for Review of Decision of the Board of Tax 
Appeals for the District of Columbia. 


i 


JOINT APPENDIX. 


2 


1 . Filed Aug 3 1949 

BOARD OF TAX APPEALS 
FOR THE DISTRICT OF COLUMBIA 

Docket No. 1163. 

Government Services, Inc., Petitioner, 


v. 

District of Columbia, Respondent. 

Petition. 

The above named Petitioner petitions for the cancella¬ 
tion of an assessment of taxes against it and alleges as 
follows: 

1. The Petitioner is a corporation chartered under the 
laws of the District of Columbia with its principal office at 
1135 21st Street, N. W., Washington, D. C. 

2. The tax in controversy is the District of Columbia 
personal property tax for motor vehicles for the year 1949 
and in the amount of $441.60. 

3. The notice of assessment was dated May 5, 1949, and 
the tax was paid by the Petitioner under protest in writing 
on May 12, 1949, as will appear in the copy of the notice 
of assessment hereto attached as Exhibit “A”. 

4. The assessment of the tax set forth on the notice of 
assessment is based upon the following errors: 

(a) The Assessor, although duly notified of the prior 
exemptions of your Petitioner from the payment of Dis¬ 
trict of Columbia taxes under decisions of administrative 
officials of the District of Columbia and under the Board 
of Tax Appeals of the District of Columbia, erred in hold¬ 
ing that Petitioner was not exempt under the pro- 
2 visions of Section 47-1208 of the Code of Laws for 
the District of Columbia. 

5. The facts upon which the Petitioner relies as the basis 
of this proceeding are as follows.: 
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(a) Petitioner was incorporated in the District of 
Columbia as a charitable corporation under the provisions 
of subchapter 3, Chapter XVIII (now Title 5, Chapter 5) 
of the Code of Laws of the District of Columbia on the 28th 
day of December, 1926; 

(b) The particular business and objects of the Petitioner 
as set out in the section of incorporation are— 

“ (a) To operate cafeterias and news stands in Federal 
Buildings for Federal employees, to render first aid in case 
of sickness or accident, to assist government employees 
in cases of emergency or distress along recognized lines 
of welfare work, to conduct tourist camps, bathing pools 
and to provide lunch and refreshment stands and recre¬ 
ational facilities and to supply or make available services 
and facilities of all kinds for said employees and for the 
general public, with a view to helping the proper govern¬ 
ment officials to the fullest extent practicable, to develop 
possibilities of the Federal Buildings and Federal prop¬ 
erty in the United States, to develop possibilities of the 
Federal Buildings and property in the District of Colum¬ 
bia, for the health, safety and general welfare of govern¬ 
ment employees and of such of the public as may be legally 
admitted thereto, by furnishing all services at minimum 
cost, with least exposure, and with special care for the 
health, comfort and convenience of all participating. 

“(b) In the conduct of said business, the charges are to 
be made as low as practicable to safely maintain the credit 
required for its operation, and any additional profits real¬ 
ized to be expended in additional plant, equipment or sup¬ 
plies for the above purposes, and the extension of such 
business and facilities; no part of the profits to inure, in 
any event, to private gain except in so far as payments 
are made in the usual manner as wages and remuneration 
for services to employees of the Association; 

• • • 

“(d) Whenever in the opinion of the trustees, any of the 
agencies, business or recreational facilities of the Associa- 
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tion can no longer be successfully operated for the benefit 
of the government employees, or the public, such agency, 
business or facility may be discontinued and its funds used 
in the manner prescribed in paragraph (b).” 

(c) Pursuant to and in furtherance of, the objects of 
the Petitioner as set forth in its Certificate of Incor- 

3 poration, the Petitioner has been, and is now, oper¬ 
ating cafeterias, news and refreshment stands in 

federal buildings, and conducts a tourist camp, bathing 
pools and other recreational facilities and projects in the 
District of Columbia and in nearby Maryland. 

(d) The Petitioner has continuously and assiduously 
conducted all of its operations for the benefit of the federal 
employees and the public, with regard to making facilities 
and activities available at low cost and with special care 
to the health, comfort and convenience of all participating 
and to accomplish this end the Petitioner has found it 
necessary and advisable to conduct a number of its oper¬ 
ations at a loss year after year. 

(e) Petitioner operates a number of its units under 
agreement with welfare organizations of government de¬ 
partments or agencies, thus enabling the Petitioner to 
extend its benefit to a wider public and to disburse a por¬ 
tion of its surplus in charitable activities through such 
channels. 

(f) Activities of Petitioner have reduced the cost of gov¬ 
ernment; and Petitioner has made very substantial im¬ 
provements to both real and personal property which 
immediately became the property of the Federal Govern¬ 
ment, and additional improvements of this nature are now 
being made and it is anticipated others will be made in the 
future to Government property. 

(g) Petitioner employs case workers; supplies food, 
money, drugs or medicine, and other assistance in needy 
cases; also makes non-interest hearing loans in needy and 
emergency cases, in a great many instances knowing the 

loans cannot be repaid; makes substantial contribu- 

4 tions of cash and donations of food to organized 
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charities and social agencies, and the beneficiaries of such 
loans and donations are not a limited class who contribute 
directly or indirectly to the surplus of the Association. 

(h) Petitioner fosters and encourages recreational activ¬ 
ities among government employees and in the District of 
Columbia and employs a supervisor of athletics whose 
activities include the supervision of recreational facilities, 
promotion of supervision of varied athletic events, pro¬ 
viding free swimming periods, free instruction in swim¬ 
ming and life saving, much of this activity being in cooper¬ 
ation with and for the benefit of the Department of Health, 
Physical Education and Safety of the Public Schools of 
the District of Columbia and of the District of Columbia 
Recreation Board. 

(i) Petitioner renders one benefit service as administra¬ 
tive agency of a group insurance plan for field employees 
of the Veterans Administration and is available to any of 
the Federal Government or District organizations which 
might desire to avail themselves of this service. 

(j) The operations, projects and activities which are the 
source of Petitioner’s funds are undertaken by it for the 
exclusive and sole benefit of Federal employees, the gen¬ 
eral public and the Federal and District of Columbia gov¬ 
ernments. 

(k) The surplus funds derived by its operations are used 
exclusively by Petitioner to increase its equipment, expand 
its operations and offer increased benefits to all served by 
it, and to further its charitable purposes. 

(l) Petitioner was not organized for profit, has issued no 
stock, shares or participating rights of any kind, 

5 and no part of its net earnings inures to the benefit 
of any private shareholder or individual. 

(m) The Commissioner of Internal Revenue, by his de¬ 
cision of June 15, 1938, held that Petitioner was exempt 
from the payment of Federal income tax under Section 
101(8) of the Revenue Act of 1936, and Petitioner has con- 
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tinned exempt under this ruling from the payment of Fed¬ 
eral income taxes. 

(n) The Board of Tax Appeals for the District of Co¬ 
lumbia by its decision dated June 2, 1942, Docket No. 495, 
determined that your Petitioner was a charitable corpora¬ 
tion and not subject to the District of Columbia income tax 
for the year 1939 and that since that decision Petitioner has 
been considered exempt by the Assessor from the payment 
of personal property or income taxes. 

(o) Petitioner has not changed its form of organization, 
its purposes, or methods of operation since the date of the 
Commissioner of Internal Revenue’s decision, and that of 
the Board of Tax Appeals for the District of Columbia, and 
there have been no significant changes in either the law, 
regulations or facts which justify a determination by the 
Assessor that Petitioner is not exempt under appropriate 
provisions of law from the assessment of taxes hereinbefore 
described. 

Wherefore, the Petitioner prays that this Board may 
hear the proceeding and order a cancellation of the assess¬ 
ment of a personal property tax with respect to motor 
6 vehicles against Petitioner for the year 1949, and or¬ 
der a refund of such tax paid by Petitioner to Re¬ 
spondent in the amount of $441.60. 


285 Filed Aug 9 1949 

BOARD OF TAX APPEALS 
FOR THE DISTRICT OF COLUMBIA 

Docket No. 1165 

Government Services, Inc., Petitioner, 

v. 

District of Columbia, Respondent. 

Petition 

The above named Petitioner petitions for the cancellation 
of an assessment of taxes against it and a refund of the 
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amount paid respondent pursuant thereto, and alleges as 
follows: 

1. The Petitioner is a corporation chartered under the 
laws of the District of Columbia with its principal office at 
1135 21st Street, N. W., Washington, D. C. 

2. The tax in controversy is the District of Columbia per¬ 
sonal property tax for the fiscal year 1949, and in the 
amount of $18,363.64. 

3. The notice of assessment was dated June 10,1949, and 
the tax was paid by the Petitioner under protest in writing 
on July 14,1949, as will appear in the copy of the notice of 
assessment hereto attached as Exhibit “ A”. 

4. The assessment of the tax set forth on the notice of 
assessment is based upon the following errors: 

(a) Respondent, although duly notified of the prior 
exemptions of your Petitioner from the payment of District 
of Columbia taxes under decisions of administrative offi¬ 
cials of the District of Columbia and under the Board of 
Tax Appeals of the District of Columbia, erred in holding 
that Petitioner was not exempt under the provisions 
286 of Section 47-1208 of the Code of Laws for the Dis¬ 
trict of Columbia and in assessing Petitioner for the 
payment of District of Columbia personal property taxes. 

5. The facts upon which the Petitioner relies as the basis 
of this proceeding are as follows: 

(a) Petitioner w T as incorporated in the District of Co¬ 
lumbia as a charitable corporation under the provisions of 
subchapter 3, Chapter XVIII (now Title 5, Chapter 5) of 
the Code of Laws of the District of Columbia on the 28th 
day of December, 1926; 

(b) The particular business and objects of the Peti¬ 
tioner as set out in the Certificate of Incorporation are— 

“(a) To operate cafeterias and news stands in Fed¬ 
eral Buildings for Federal employees, to render first 
aid in case of sickness or accident, to assist govern¬ 
ment employees in cases of emergency or distress 
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along recognized lines of welfare work, to conduct tour¬ 
ist camps, bathing pools and to provide lunch and re¬ 
freshment stands and recreational facilities, and to 
supply or make available services and facilities of all 
kinds for said employees and for the general public, 
with a view to helping the proper government officials 
to the fullest extent practicable, to develop possibili¬ 
ties of the Federal Buildings and Federal property in 
the United States, to develop possibilities of the Fed¬ 
eral Buildings and property in the District of Colum¬ 
bia, for the health, safety and general welfare of gov¬ 
ernment employees and of such of the public as may 
be legally admitted thereto, by furnishing all services 
at minimum cost, with least exposure, and with special 
care for the health, comfort and convenience of all par¬ 
ticipating. 

“(b) In the conduct of said business, the charges are 
to be made as low as practicable to safely maintain the 
credit required for its operation, and any additional 
profits realized to be expended in additional plant, 
equipment or supplies for the above purposes, and the 
extension of such business and facilities; no part of 
the profits to inure, in any event, to private gain except 
in so far as payments are made in the usual manner 
as wages and remuneration for services to employees 
of the Association; 


• • • 

“(d) Whenever in the opinion of the trustees, any of 
the agencies, business or recreational facilities of the 
287 Association can no longer be successfully operated 
for the benefit of the government employees, or the 
public, such agency, business or facility may be discon¬ 
tinued and its funds used in the manner prescribed in 
paragraph (b).” 

(c) Pursuant to and in furtherance of, the objects of the 
Petitioner as set forth in its Certificate of Incorporation, 
the Petitioner has been, and is now, operating cafeterias, 
news and refreshment stands in federal buildings, and con¬ 
ducts a tourist camp, bathing pools and other recreational 
facilities and projects in the District of Columbia and in 
nearby Maryland. 
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(d) The Petitioner has continuously and assiduously 
conducted all of its operations for the benefit of the federal 
employees and the public, with regard to making facilities 
and activities available at low cost and with special care 
to the health, comfort and convenience of all participating 
and to accomplish this end the Petitioner has found it neces¬ 
sary and advisable to conduct a number of its operations at 
a loss year after year. 

(e) Petitioner operates a number of its units under 
agreement with welfare organizations of government de¬ 
partments or agencies, thus enabling the Petitioner to ex¬ 
tend its benefit to a wider public and to disburse a portion 
of its surplus in charitable activities through such chan¬ 
nels. 

(f) Activities of Petitioner have reduced the cost of gov¬ 
ernment; and Petitioner has made very substantial im¬ 
provements to both real and personal property which imme¬ 
diately became the property of the Federal Government, 
and additional improvements of this nature are now being 
made and it is anticipated others will be made in the future 
to Government property. 

(g) Petitioner employs case workers; supplies food, 
money, drugs or medicine, and other assistance in 

288 needy cases; also makes non-interest bearing loans 
in needy and emergency cases, in a great many in¬ 
stances knowing the loans cannot be repaid; makes sub¬ 
stantial contributions of cash and donations of food to or¬ 
ganized charities and social agencies, and the beneficiaries 
of such loans and donations are not a limited class who 
contribute directly or indirectly to the surplus of the Asso¬ 
ciation. 

(h) Petitioner fosters and encourages recreational ac¬ 
tivities among government employees and in the District of 
Columbia and employs a supervisor of athletics whose ac¬ 
tivities include the supervision of recreational facilities, 
promotion of supervision of varied athletic events, provid¬ 
ing free swimming periods, free instruction in swimming 
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and life saving, much of this activity being in cooperation 
with and for the benefit of the Department of Health, Phys¬ 
ical Education and Safety of the Public Schools of the Dis¬ 
trict of Columbia and the District of Columbia Recreation 
Board. 

(i) Petitioner renders one benefit service as administra¬ 
tive agency of a group insurance plan for field employees 
of the Veterans Administration and is available to any of 
the Federal Government or District organizations which 
might desire to avail themselves of this service. 

(j) The operations, projects and activities which are the 
source of Petitioner’s funds are undertaken by it for the 
exclusive and sole benefit of Federal employees, the general 
public and the Federal and District of Columbia govern¬ 
ments. 

(k) The surplus funds derived by its operations are used 
exclusively by Petitioner to increase its equipment, expand 
its operations and offer increased benefits to all served by 

it, and to further its charitable purposes. 

289 (1) Petitioner was not organized for profit, has 

issued no stock, shares or participating rights of any 
kind, and no part of its net earnings inures to the benefit of 
any private shareholder or individual. 

(m) The Commissioner of Internal Revenue, by his deci¬ 
sion of June 15,1938, held that Petitioner was exempt from 
the payment of Federal income tax under Section 101(8) of 
the Revenue Act of 1936, and Petitioner has continued ex¬ 
empt under this ruling from the payment of Federal income 
taxes. 

(n) The Board of Tax Appeals for the District of Co¬ 
lumbia by its decision dated June 2, 1942, Docket No. 495, 
determined that your Petitioner was a charitable corpora¬ 
tion and not subject to the District of Columbia income tax 
for the year 1939 and that since that decision Petitioner 
has been considered exempt by the Assessor from the pay¬ 
ment of personal property or income taxes. 

(o) Petitioner has not changed its form of organization, 
its purposes, or methods of operation since the date of the 
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Commissioner of Internal Revenue’s decision, and that of 
the Board of Tax Appeals for the District of Columbia and 
there have been no significant changes in either the law, 
regulations or facts which justify a determination by the 
Assessor that Petitioner is not exempt under appropriate 
provisions of law from the assessment of taxes hereinbe¬ 
fore described. 

Wherefore, the Petitioner prays that this Board may 
hear the proceeding, and order a cancellation of the assess¬ 
ment of personal property taxes against Petitioner for the 
calendar year 1949 and order a refund of such tax paid by 
Petitioner to respondent in the amount of $18,363.64. 


297 Filed Oct 20 1940 

BOARD OF TAX APPEALS 
FOR THE DISTRICT OF COLUMBIA 

Docket No. 1177 

Government Services, Inc., Petitioner 

v. 

District of Columbia, Respondent 

Petition 

The above named Petitioner petitions for the cancellation 
of an assessment of taxes against it and a refund of the 
amount paid respondent pursuant thereto, and alleges as 
follows: 

1. The Petitioner is a corporation chartered under the 
laws of the District of Columbia with its principal office at 
1135 21st Street, N. W., Washington, D. C. 

2. The tax in controversy is the District of Columbia 
franchise tax for the fiscal year 1948, and in the amount of 
$513.73. 

3. The notice of assessment was dated September 22, 
1949, and the tax was paid by the Petitioner under protest 
in writing on September 26,1949, as will appear in the copy 
of the notice of assessment hereto attached as Exhibit “A”. 
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4. The assessment of the tax set forth on the notice of 
assessment is based upon the following errors: 

(a) Respondent, although duly notified of the prior ex¬ 
emptions of your Petitioner from the Payment of District 
of Columbia taxes under decisions of administrative officials 
of the District of Columbia and under the Board of Tax 
Appeals of the District of Columbia, erred in holding that 
Petitioner was not exempt under the provisions of 
298 Section 47-1554 of the Code of Laws for the District 
of Columbia and in assessing Petitioner for the pay¬ 
ment of District of Columbia franchise taxes. 

5. The facts upon which the Petitioner relies as the basis 
of this proceeding are as follows: 

(a) Petitioner was incorporated in the District of Colum¬ 
bia as a charitable corporation under the provisions of sub¬ 
chapter 3, Chapter XVIII (now Title 5, Chapter 5) of the 
Code of Laws of the District of Columbia on the 28th day of 
December, 1926; 

(b) The particular business and objects of the Petitioner 
as set out in the Certificate of Incorporation are— 

“(a) To operate cafeterias and news stands in Federal 
Buildings for Federal employees, to render first aid in case 
of sickness or accident, to assist government employees in 
cases of emergency or distress along recognized lines of 
welfare work, to conduct tourist camps, bathing pools and 
to provide lunch and refreshment stands and recreational 
facilities, and to supply or make available services and fa¬ 
cilities of all kinds for said employees and for the general 
public, with a view to helping the proper government of¬ 
ficials to the fullest extent practicable, to develop possi¬ 
bilities of the Federal Buildings and Federal property in 
the United States, to develop possibilities of the Federal 
Buildings and property in the District of Columbia, for the 
health, safety and general welfare of government employees 
and of such of the public as may be legally admitted thereto, 
by furnishing all services at minimum cost, with least expo¬ 
sure, and with special care for the health, comfort and con¬ 
venience of all participating. 


13 


“ (b) In the conduct of said business, the charges are to be 
made as low as practicable to safely maintain the credit 
required for its operation, and any additional profits real¬ 
ized to be expended in additional plant, equipment or sup¬ 
plies for the above purposes, and the extension of such busi¬ 
ness and facilities; no part of the profits to inure, in any 
event, to private gain except in so far as payments are made 
in the usual manner as wages and remuneration for ser¬ 
vices to employees of the Association; 

• • • 

•» 

* ‘(d) Whenever in the opinion of the trustees, any of the 
agencies, business or recreational facilities of the 
299 Association can no longer be successfully operated 
for the benefit of the government employees, or the 
public, such agency, business or facility may be discontinued 
and its funds used in the manner prescribed in paragraph 
(b).” 

(c) Pursuant to and in furtherance of, the objects of the 
Petitioner as set forth in its Certificate of Incorporation, 
the Petitioner has been, and is now, operating cafeterias, 
news and refreshment stands in federal buildings, and con¬ 
ducts a tourist camp, bathing pools and other recreational 
facilities and projects in the District of Columbia and in 
nearby Maryland. 

(d) The Petitioner, whose membership is limited to em¬ 
ployees of the Federal Government and the District of 
Columbia, has continuously and assiduously conducted all 
of its operations for the benefits of the federal employees 
and the public, with regard to making facilities and activi¬ 
ties available at low cost and with special care to the health, 
comfort and convenience of all participating and to accom¬ 
plish this end the Petitioner has found it necessary and 
advisable to conduct a number of its operations at a loss 
year after year. 

(e) Petitioner operates a number of its units under 
agreement with welfare organizations of government de- 
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partments or agencies, thus enabling the Petitioner to ex¬ 
tend its benefit to a wider public and to disburse a portion 
of its surplus in charitable activities through such channels. 

(f) Activities of Petitioner have reduced the cost of gov¬ 
ernment; and Petitioner has made very substantial im¬ 
provements to both real and personal property which imme¬ 
diately became the property of the Federal Government, 
and additional improvements of this nature are now being 
made and it is anticipated others will be made in the future 
to Government property. 

(g) Petitioner employs case workers; supplies food, 
money, drugs or medicine, and other assistance in 

300 needy cases; also makes non-interest bearing loans 
in needy and emergency cases, in a great many in¬ 
stances knowing the loans cannot be repaid; makes sub¬ 
stantial contributions of cash and donations of food to or¬ 
ganized charities and social agencies, and the beneficiaries 
of such loans and donations are not a limited class who 
contribute directly or indirectly to the surplus of the Asso¬ 
ciation. 

(h) Petitioner fosters and encourages recreational ac¬ 
tivities among government employees and in the District 
of Columbia and employs a supervisor of athletics whose 
activities include the supervision of recreational facilities, 
promotion of supervision of varied athletic events, provid¬ 
ing free swimming periods, free instruction in swimming 
and life saving, much of this activity being in cooperation 
with and for the benefit of the department of Health, Phys¬ 
ical Education and Safety of the Public Schools of the Dis¬ 
trict of Columbia and the District of Columbia Recreation 
Board. 

(i) Petitioner renders one benefit service as administra¬ 
tive agency of a group insurance plan for field employees 
of the Veterans Administration and is available to any of 
the Federal Government or District organizations which 
might desire to avail themselves of this service. 

(j) The operations, projects and activities which are the 
source of Petitioner’s funds are undertaken by it for the 
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exclusive and sole benefit of Federal employees, the gen¬ 
eral public and the Federal and District of Columbia gov¬ 
ernments. 

(k) The surplus funds derived by its operations are 
used exclusively by Petitioner to increase its equipment, 
expand its operations and offer increased benefits to all 
served by it, and to further its charitable purposes. 
301 (1) Petitioner was not organized for profit and is 

operated exclusively for charitable purposes, such 
operations are substantially within the District of Colum¬ 
bia, has issued no stock, shares or participating rights of 
any kind, and no part of its net earnings inures to the ben¬ 
efit of any private shareholder or individual, and no part 
of its activities is carrying on propaganda, or otherwise 
attempting to influence legislation. 

(m) The Commissioner of Internal Revenue, by his deci¬ 
sion of June 15,1938, held that Petitioner was exempt from 
the payment of Federal income tax under Section 101(8) 
of the Revenue Act of 1936, and Petitioner has continued 
exempt under this ruling from the payment of Federal in¬ 
come taxes. 

(n) The Board of Tax Appeals for the District of Colum¬ 
bia by its decision dated June 2, 1942, Docket No. 495, de¬ 
termined that your Petitioner was a charitable corporation 
and not subject to the District of Columbia income tax for 
the year 1939 and that since that decision Petitioner has 
been considered exempt by the Assessor from the payment 
of income and franchise taxes. 

(o) Petitioner has not changed its form of organization, 
its purposes, or methods of operation since the date of the 
Commissioner of Internal Revenue’s decision, and that of 
the Board of Tax Appeals for the District of Columbia 
and there have been no significant changes in either the 
law, regulations or facts which justify a determination by 
the Assessor that Petitioner is not exempt under appropri¬ 
ate provisions of law from the assessment of taxes herein¬ 
before described. 
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Wherefore, the Petitioner prays that this Board may 
hear the proceeding, and order a cancellation of the 
302 assessment of franchise taxes against Petitioner for 
the calendar year 1948 and order a refund of such 
tax paid by Petitioner to respondent in the amount of 
$513.73. 


24 Filed Apr 6 1950 

BOARD OF TAX APPEALS FOR THE DISTRICT OF COLUMBIA 

Docket No. 1163 

Government Services, Inc., Petitioner , 

v. 

District of Columbia, Respondent. 

Decision 

This proceeding came on to be heard upon the petition 
filed herein; and upon consideration thereof, and of the 
evidence adduced at the hearing on said petition, it is, by 
the Board, this 6th day of April, 1950, 

Adjudged and Determined, That the assessment of per¬ 
sonal-property tax on motor vehicles against the petitioner, 
Government Services, Inc., for the year 1949 herein ap¬ 
pealed from, be, and it is hereby, affirmed. 


293 Filed Apr 6 1950 

BOARD OF TAX APPEALS FOR THE DISTRICT OF COLUMBIA 

Docket No. 1165 

Government Services, Inc., Petitioner, 

v. 

District of Columbia, Respondent. 

Decision 

This proceeding came on to be heard upon the petition 
filed herein; and upon consideration thereof, and of the 
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evidence adduced at the hearing on said petition, it is, by 
the Board, this 6th day of April, 1950, 

Adjudged and Determined, That the assessment of per¬ 
sonal-property tax against petitioner, Government Serv¬ 
ices, Inc., for the fiscal year ended June 30,1949 herein ap¬ 
pealed from, be, and it is hereby, affirmed. 


306 Filed Apr 6 1950 

BOARD OF TAX APPEALS FOR THE DISTRICT OF COLUMBIA 

Docket No. 1177 

Government Services, Inc., Petitioner, 

v. 

District of Columbia, Respondent. 

Decision 

This proceeding came on to be heard upon the petition 
filed herein; and upon consideration thereof, and of the 
evidence adduced at the hearing on said petition, it is, by 
the Board, this 6th day of April, 1950, 

Adjudged and Determined, That the assessment of fran¬ 
chise tax against petitioner, Government Services, Inc., for 
1948 herein appealed from, be, and it is hereby, affirmed. 


8 Filed Apr 6 1950 

Appeals from assessments of personal-property taxes on 
motor vehicles for 1949 (No. 1163); other personal prop¬ 
erty for fiscal year ended June 30, 1949 (No. 1165); and 
franchise tax for 1948 (No. 1177). 

Findings of Fact & Conclusions of Law 
FINDINGS OF FACT 

1. Petitioner, Government Services, Inc., is a District of 
Columbia corporation. It was incorporated in 1927 under 
the name “Welfare and Recreational Association of Public 
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Buildings and Grounds/ ’ In 1945 its name was changed to 
* 1 Government Services, Inc.” 

2. Petitioner was formed by seven persons, including the 
then Director of Public Buildings and Public Parks, to or¬ 
ganize various services that were then being operated on 
Government property under the supervision of two em¬ 
ployees in the office of the Director of Public Buildings and 
Public Parks. It was organized under the provisions of 
sub-chapter 3, Chapter XVIII of the 1901 Code of Law for 
the District of Columbia, now D. C. Code 1940, Title 29, 
Chapter 6. The charter states that the incorporators 
thereof, “do hereby associate themselves for benevolent 
and charitable purposes and for mutual improve- 
9 ment, ,, and the particular business and objects of the 
association were stated in said charter, as amended 
May 7,1945, to be, to operate cafeterias and newsstands in 
Federal Buildings for Federal employees, to render first 
aid in case of sickness or accident, to assist government 
employees in cases of emergency or distress along recog¬ 
nized lines of welfare work, to conduct tourist camps, bath¬ 
ing pools, and to provide lunch and refreshment stands and 
recreational facilities, and to supply or make available serv¬ 
ices or facilities of all kinds for said employees and for the 
general public, with a view to helping the proper govern¬ 
ment officials to the fullest extent practicable to develop 
possibilities of the Federal buildings and Federal property 
in the United States for the health, safety and general wel¬ 
fare of government employees and of such of the public as 
may be legally admitted thereto, by furnishing all service 
at minimum cost, with least exposure, and with special care 
for the health, comfort and convenience of all participating. 

The charter further provided that in the conduct of said 
business, the charges are to be made as low as practicable 
to safely maintain the credit required for its operation, and 
any additional profits realized to be expended in additional 
plant, equipment or supplies for the above purposes, and 
the extension of such business and facilities; no part of the 
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profits to inure, in any event, to private gain, except in so 
far as payments are made in the nsnal manner as wages and 
remuneration for services to employees of the association. 

On August 2, 1944 the charter was amended by adding 
thereto the following provisions: 

“5. The corporation may be dissolved by an affirmative 
vote of two-thirds of all active members. In the event of 
the dissolution of the corporation, whether it be voluntary 
or involuntary, the assets remaining after all of the 
10 obligations and indebtednesses have been fulfilled 
and paid or satisfied, shall be given and donated to 
the Federal Government for such disposition as shall be 
directed by the Congress in enabling legislation. In dis¬ 
solving the corporation, all outstanding obligations, debts, 
and expenses shall, as far as possible, be paid out of exist¬ 
ing cash and securities, and all other property and equip¬ 
ment shall be held in kind in order that the Congress may, 
if it so desires, accept the assets in such form and continue 
them in the same uses and for the same general aims and 
purposes as set forth in paragraph 3(a ). 99 

3. The corporation has not ever issued any stock. 

4. Its by-laws in force during 1948, provided that its 
membership should consist of four classes, namely active 
members who were restricted to (a) signers of the charter 
and to (b) officials or officers in the service of the United 
States, directly or through corporations controlled by the 
United States, or of the District of Columbia, of a grade 
equal to or higher than chief clerk, chief of a section, divi¬ 
sion or bureau, upon election to membership for a period of 
six years by unanimous vote of the trustees of the corpora¬ 
tion or two-thirds of the members at the annual meeting. 

The by-laws also provided for associate memberships 
consisting of any employee, official or officer in the service 
of the United States, directly or through corporations con¬ 
trolled by the United States, of the District of Columbia or 
of the corporation, who may be elected by a majority vote 
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of the trustees to associate memberships and that associate 
members can have the rights of members except the right 
to vote; honorary members selected by an affirmative vote 
of two-thirds of the active members; and insurance 
11 members composed of any employee, official or officer 
in the service of the United States directly or 
through corporations controlled by the United States, or 
of the District of Columbia, who may be eligible for group 
insurance under a master policy taken out by the corpora¬ 
tion. Neither associate members nor honorary members 
had any rights, benefits or duties as such, and had no voice 
in the management of the affairs of the corporation or in 
the selection of active members, trustees or officers. Insur¬ 
ance members had no rights or privileges except those con¬ 
ferred upon them by their insurance contract. 

In 1948 the insurance members were employees of the 
Veterans Administration who held group life-insurance cer¬ 
tificates. The policies were not issued by petitioner, but 
petitioner handled the collection of dues and the transmittal 
thereof to the insurer. For this it received 10 cents per 
contract per certificate per month, which was the estimated 
cost of the service. 

The by-laws further provided that the affairs of peti¬ 
tioner shall be managed by a Board of nine trustees to be 
elected by the active members. 

5. The trustees receive no salaries or other compensation 
for their services as such, and the secretary-treasurer is 
the only officer who receives compensation. Petitioner’s 
activities have not been conducted for private gain and no 
part of petitioner’s net earnings have inured to the benefit 
of any private individual 

6. On June 30,1927, petitioner entered into an agreement 
with the Director of Public Buildings and Public Parks of 
the National Capital, acting for the United States, which 
provided that in consideration of the Director furnishing 
space for the facilities for carrying on certain activities 
therein specified, namely, cafeterias, lunchstand, news- 
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stand, and bootblack stand facilities in and abont the 
12 public buildings and grounds for the convenience and 
comfort of Government employees; also tourist 
camps, tea houses, tennis courts and other recreational ac¬ 
tivities on the public grounds for Government employees 
and for such of the general public as may in the discretion 
of the Director be entitled to use them; and of the petitioner 
operating them for the comfort and convenience of those 
to be benefited thereby—it was agreed that the agreement 
should relate to the operation of the then existing facilities 
therein enumerated, and any and all additions thereto which 
might thereafter be mutually agreed upon; the Director 
agreed to provide adequate space in the various Govern¬ 
ment buildings for the accommodation of the cafeterias,- 
lunchrooms and counters, newsstands, tea rooms and boot- 
black stands enumerated in the agreement which petitioner 
would fit up with such equipment and furnishings as might 
be needed; and it was agreed that petitioner should have 
the free use of any equipment and furniture then at the 
various activities and owned by the United States, all re¬ 
placements thereof to be made by petitioner at its expense, 
and become the property of the United States. 

Petitioner agreed to employ all necessary help at its ex¬ 
pense and to discharge any employee not satisfactory tc 
the Director. 

Petitioner was given the exclusive right to operate the 
activities and facilities covered by the agreement, but all 
fees and prices charged were to be subject to the approval 
of the Director. 

7. The agreement further provided that petitioner should 
have the right to set up a reserve fund in cash or negotiable 
securities in an amount not to exceed $25,000, and to main¬ 
tain a working balance of capital in bank not in excess of 
$10,000; that such portion of petitioner’s net profit earned 
under the agreement as might not be required to create or 
maintain such reserve fund and working capital should 
from time to time be divided equally between the United 
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States and petitioner; that net profits under the agreement 
were to be held to consist of that portion of petition- 
13 er’s gross receipts remaining after deducting all ex¬ 
penses of operation and maintenance, including over¬ 
head and the cost of establishing new activities and the en¬ 
largement of existing ones, and that in view of the profits 
which the United States was to receive under the contract 
and the services to be rendered the public, petitioner was 
not to pay any rent for the use of the space, equipment and 
furniture to be provided by the Director. 

This agreement was in force from the date of its execu¬ 
tion through the period involved in these appeals. 

8. During 1948 petitioner operated, under the 1927 con¬ 
tract, 39 cafeterias, 31 snack bars, and 38 park and recre¬ 
ational and miscellaneous activities. In addition it oper¬ 
ated on Government property, under separate contracts, 
bootblack stands, souvenir stands, refreshment stands, 
tourist camps, a boathouse and excursion boats, hand con¬ 
certs, tea houses, tennis courts, swimming pools, veterans’ 
housing dormitories and cafeterias; and, on a commission 
basis, bicycle rentals, a drug store, a gift shop, boat rentals, 
general merchandise, popcorn vending machines, cigarette 
vending machines, drink vending machines, candy vending 
machines and pinball machines. 

Some activities of petitioner were undertaken although 
at the time they were being operated at a loss, and were 
continued by petitioner at a loss, but on some occasions 
unprofitable operations were discontinued at the instance 
of petitioner. 

Petitioner was the sole operator of the facilities in Gov¬ 
ernment properties in which it operated, with the exception 
of three golf courses in the District of Columbia. 

Except during the war, the patronage of the various fa¬ 
cilities operated by-petitioner have not been restricted to 
Government employees or to any class of persons. During 
the war certain cafeterias in Government buildings were 
barred to persons who did not have passes as Government 
employees. 
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14 9. The Federal Government owns to a very large 

extent, the fixed equipment, with some exceptions. 
Petitioner owns the movable equipment. Articles affixed 
to the buildings or that are a part of the building, are in¬ 
stalled by the Federal Government and are owned by it, 
such as inset iceboxes, refrigerators, plumbing equipment, 
big stoves, heavy equipment, washing machines and dish¬ 
washing machines, but not tables, chairs, sofas and linen, 
which belong to the corporation. 

10. In 1948 petitioner contributed to approximately 15 
welfare and recreational organizations in various Govern¬ 
ment establishments. These contributions were equal to 5 
per cent of the gross profit of the particular installation. 
If a particular installation was operated at a loss, the wel¬ 
fare and recreational organization of that Government 
establishment received nothing from that source, although 
other installations of petitioner in other establishments 
showed a profit; on the other hand, each year was carried 
separately for the purpose of determining the amount of 
the contribution, and there was no deduction during profit¬ 
able years for losses in unprofitable years at the particular 
installation involved. 

11. The following table shows (A) petitioner’s net profit 
for 1940 to 1945 inclusive, after deductions for money paid 
or payable to the United States in lieu of rent, (B) dona¬ 
tions and contributions to welfare and recreational organi¬ 
zations, and (C) ratios of such donations and contributions 
to such net profits. 



(A) 

(B) 

(O) 

1940 

$ 74,726.11 

$ 26,817.30 

35.8% 

1941 

158,100.84 

41,701.16 

26.3% 

1942 

257,038.43 

48,032.09 

18.6% 

1943 

478,662.95 

102,963.19 

21.5% 

1944 

344,350.26 

43,441.88 

12.6% 

1945 

179,423.30 

21,877.19 

12.1% 
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15 In 1946,1947 and 1948 its donations and contribu¬ 
tions were as follows: 


1946 

$1,402.60 

1947 

3,277.41 

1948 

5,725.64 


12. The unincorporated committee to the activities of 
which petitioner succeeded upon its organization had begun 
with a loan by a small group of Government officials, which 
was repaid out of earnings. When the corporation was 
formed that original investment had grown to a point where 
there were a few thousand dollars worth of equipment and 
capital, which was taken over by petitioner when it was 
incorporated. Petitioner’s operations from the time of its 
incorporation to December 31, 1945, resulted in a net profit 
in each year, and its earned surplus on December 31,1945 
was $1,878,385.80. Its operations in 1946, 1947 and 1948 
resulted in losses. Its earned surplus on December 31,1947 
was $1,463,565.72; and on December 31, 1948 was $1,450,- 
221.84. 

13. Petitioner’s assets, liabilities and net worth on De¬ 
cember 31, 1947 were as follows: 

Assets 


Current assets consisting principally of cash 


and merchandise $1,186,127.04 

Capital assets, at cost less depreciation 871,896.36 

Special fund of assets 167.10 

Investments, in obligations of the United 
States and corporate bonds 655,295.01 

Deferred charges 280,163.65 


Total 


$2,993,649.16 
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Liabilities 


Current liabilities 
Special fund 

Deferred credits and reserves consisting prin¬ 
cipally of reserves for replacement of equip¬ 
ment not owned by petitioner, and retire¬ 
ment and benefit fund 
Net worth 


$ 827,753.59 
167.10 


702,162.57 

1,463,565.72 


Total $2,993,649.16 

16 14. Petitioner’s assets, liabilities and net worth on 

December 31,1948 were as follows: 

Assets 


Current assets consisting principally of cash 
and merchandise $1,042,293.77 

Capital assets, at cost less depreciation 808,285.85 

Investments, in obligations of the United 
States and corporate bonds 648,512.00 

Deferred charges 219,522.22 


Total $2,718,613.84 

Liabilities 

Current liabilities $ 599,421.06 

Deferred credits and reserves consisting prin¬ 
cipally of reserves for replacement of equip¬ 
ment not owned by petitioner, and retire¬ 
ment and benefit fund 569,022.67 

Franchise—under dispute 99,948.27 

Net worth 1,450,221.84 


Total $2,718,613.84 

15. On May 5,1949 the Assessor made an assessment of 
personal-property tax of $441.60 for 1949 against petitioner 
on the basis of its motor vehicles. On May 12, 1949 peti¬ 
tioner paid the amount of the assessment under protest in 
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writing. On August 3, 1949, petitioner appealed to this 
Board from said Assessment (No. 1163), on the ground that 
it was exempt from taxation under D. C. Oode 47-1208 (32 
Stat. 620, section 6, para. 10). 

On June 10, 1949 the Assessor made an assessment of 
$18,363.64 for the fiscal year ended June 30, 1949 against 
petitioner on the basis of its personal property other than 
motor vehicles. On July 14, 1949 petitioner paid the 
amount of the assessment under protest in writing. On 
August 9,1949, petitioner appealed to this Board from said 
assessment (No. 1165), on the ground that it was exempt 
from taxation under D. C. Code 47-1208 (32 Stat. 620, sec¬ 
tion 6, para. 10). 

17 In 1948 petitioner’s operations in places other 
than the District of Columbia resulted in an operat¬ 
ing loss of $39,786.01. Its operations in the District re¬ 
sulted in a net profit of $10,012.67. On September 22, 1949 
the Assessor made an assessment of franchise tax against 
petitioner of $500.63, being 5 per cent of $10,012.67, plus 
interest amounting to $13.10, a total of $513.73. On Sep¬ 
tember 28,1949, petitioner paid said tax plus interest, under 
protest in writing. 

On October 20, 1949 it appealed to this Board from said 
assessment (No. 1177), on the ground that it was exempt 
under the provisions of section 47-1554 of the District of 
Columbia Code (Act of July 16, 1947, 61 Stat. 334). At 
the hearing it was stated orally on behalf of petitioner that 
the paragraphs of this section of the statute under which it 
claimed exemption were (d) and (f). 

The three appeals were consolidated for hearing. 

16. At the hearing there were offered in evidence a copy 
of the report of a subcommittee of the Senate Committee 
on Civil Service pursuant to Senate Resolution # 42 (80th 
Congress, 1st Session), which among other things contained 
certain statements with reference to the activities of peti¬ 
tioner ; and a digest of a General Accounting Office auditing 
report on petitioner. Petitioner objected to the admission 


27 


in evidence of said reports. The Board reserved a ruling 
as to their admissibility. 

CONCLUSIONS OF LAW 

1. The documents offered in evidence by the respondent, 
referred to in Finding of Fact No. 16 are not admissible in 
evidence and are excluded. 

2. Petitioner was not, during the periods involved 

18 in appeals numbered 1163 or 1165, a library, benevo¬ 
lent, charitable or scientific institution, within the 

meaning of the Act of July 1, 1902, 32 Stat. 620, sec. 6, 
para. 10 (D. C. Code 1940, sec. 47-1208). 

3. Petitioner was not during the year 1948, a corporation 
organized and operated exclusively for religious, charitable, 
scientific, literary, or educational purposes; or a civic 
league or organization operated exclusively for the promo¬ 
tion of social welfare, or a local association of employees 
the membership of which was limited to the employees of a 
designated person or persons in a particular municipality, 
the net earnings of which were devoted principally to char¬ 
itable, educational or recreational purposes within the Dis¬ 
trict, within the meaning of the Act of July 16, 1947, 61 
Stat. 334 sec. 1(d) or (f), [D. C. Code 1940, Supp. VII, sec. 
47-1554 (d) or (f)]. 

4. The assessments appealed from are correct, and 
should be affirmed. 

Decision will be entered for respondent. 

Lawrence Koenigsberger, 
Member Sole , 

Board of Tax Appeals for 
the District of Columbia 

• ••••••••• 

19 Memorandum 

Petitioner claims exemption from taxes on its personal 
property under the Act of July 1,1902, 32 Stat. 620, section 
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6, par. 10 (D. C. Code 1940, sec. 47-1208), which exempts 
from such tax 

“the personal property of all library, benevolent, charitable 
and scientific institutions .... not conducted for private 
gain.” 

It claims exemption from franchise tax under the Act of 
July 16, 1947, 61 Stat. 334, sec. 1(d) or (f), [D. C. Code 
1940, Supp. VII, sec. 47-1554 (d) or (f)] which exempts 
from such tax 

“(d) Corporations .... organized and operated exclu¬ 
sively for religious, charitable, scientific, literary or educa¬ 
tional purposes .... to a substantial extent within the Dis¬ 
trict, no part of the net earnings of which inures to the 
benefit of any private individual or shareholder . .. .” 

and 

“(f) Civic leagues or organizations not organized for 
profit but operated exclusively for the promotion of social 
welfare, or local associations of employees, the member¬ 
ship of which is limited to the employees of a designated 
person or persons in a particular municipality, and 
20 the net earnings of which are devoted principally to 
charitable, educational, or recreational purposes 
within the District.” 

Petitioner was organized under the provisions of what 
is now D. C. Code 1940, Title 29, Chap. 6, which authorized 
formation of corporations for 

“benevolent, charitable, educational, literary, musical, 
scientific, religious or missionary purposes, including soci¬ 
eties formed for mutual improvement or for the promotion 
of the arts.” 

Neither the terms of enabling statute nor the recitation 
of the charter of a corporation, as to its purposes, are con¬ 
clusive as to its nature, but consideration must also be 
given to the manner in which it conducts its business, White 
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v. Central Dispensary and Emergency Hospital, 69 App. 
D. C. 119,127, 99 F. 2d. 355. 

Petitioner is not a charitable institution, whether consid¬ 
ered from the standpoint of the beneficiaries of its activities 
or from the standpoint of the destination of its earnings. 
It cannot, of course, be seriously contended that the Gov¬ 
ernment employees, or residents of the District of Colum¬ 
bia, or tourists visiting the District, who avail themselves 
of the cafeteria and other food services of petitioner, the 
recreational facilities which it provides or the gift shops, 
popcorn vending machines, cigarette vending machines, 
pin-ball machines and the like, are objects of charity, nor, 
in contradistinction from the facts in Trinidad v. Sagrada 
Orden, 263 TJ. S. 578, is the income used for charitable pur¬ 
poses. It was stipulated in that case that the corporation 
claiming the exemption devoted and applied all of its in¬ 
come to religious, charitable and educational purposes. Pe¬ 
titioner in this case donated a minor fraction of its net in¬ 
come to welfare and recreational organizations, such frac¬ 
tion, during the five years ending in 1945 ranging from a 
maximum of 35.8% in 1940 to a minimum of 12.1% 
21 in 1945, which is the last year during that period in 
which it made a profit; and during the years 1946, 
1947 and 1948 its donations to such organizations were re¬ 
spectively, $1402.60, $3,277.41 and $5,725.64. 

Petitioner’s division of its net income with the Federal 
government in lieu of rent for its use of Federal real and 
personal property was not shown to be in excess of the cus¬ 
tomary ratio between the rental exacted by landlords gen¬ 
erally for the use of such facilities and the net income of 
tenants. Whether or not that be so, money paid into gen¬ 
eral funds of the United States cannot be properly be said 
to be devoted to charitable or educational purposes. 

The provisions added to petitioner’s charter by the 
amendment of 1944 (Finding of Fact No. 2) that upon dis¬ 
solution the assets remaining after the discharge of peti¬ 
tioner’s obligations shall be given and donated to the Fed- 
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eral government for such disposition as may be directed by 
the Congress in enabling legislation, does not change peti¬ 
tioner’s character. This provision of the charter is not in 
any sense a contract and it can be eliminated or modified by 
subsequent amendments; moreover, as stated above, the 
United States is not an object of charity. 

To argue that the provision making the United States the 
successor to petitioner’s property in the event of dissolution 
constitutes petitioner a charitable corporation, is to put the 
cart before the horse. If a corporation is a charitable one, 
such a transfer takes place by operation of law, without a 
provision therefor in its charter, Late Corporation of 
Church of Jesus Christ &c., v. United States, 136 U. S. 1,47; 
if it is not such, a provision in its charter for such transfer 
does not make it one. 

The fact that petitioner undertook certain operations 
with little or no expectation of a profit, or even with the 
certainty of loss, does not change its character. It is 
22 to be remembered that petitioner had virtually a mo¬ 
nopoly in the areas in which it operated. The con¬ 
duct of losing operations under such circumstances is quite 
common, and is consistent with good business judgment, 
for the purpose of maintaining it privileged status,—in 
other words, to take the bad along with the good. The Gov¬ 
ernment agencies involved would not be likely to permit it 
to operate the profitable enterprises unless it also took over 
the unprofitable or losing enterprises. Any other course 
would prevent the operation of such unprofitable or losing 
enterprises, as no other concessionaire could be induced to 
take over only the losing or unprofitable enterprises. As 
shown by the Findings of Fact, the over-all result of peti¬ 
tioner’s activities has been profitable. It is true that no 
private shareholder or other individual derives any gain 
from petitioner’s activities, and its trustees are not gov¬ 
erned by any desire other than to manage its affairs in an 
efficient way, free from selfish considerations on their part. 
But that is not sufficient to constitute petitioner a charity. 
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The petitioner is not a civic organization, within the 
meaning of Code Section 47-1554(f). The situation of peti¬ 
tioner is readily distinguishable from that of the co-opera¬ 
tive electric corporation which was held in United States 
v. Pickwick Electric Membership Corporation, 158 F. 2d 
272, to be exempt under an analogous provision of the Fed¬ 
eral Internal Revenue Code. That corporation devoted all 
of its profits to the retirement of its debts, to patronage 
refunds to its customers and to the reduction of its rates. 
The contrast between the Pickwick Electric Membership 
Corporation, and the petitioner, which, during the period 
begun in 1927 and ending on December 31, 1948, accumu¬ 
lated an earned surplus of more than $1,400,000 over and 
above reserves of more than $500,000 for replacement of 
equipment not owned by petitioner, is readily appar¬ 
ent. 

23 The holding by the Federal Commissioner of In¬ 
ternal Revenue in 1938 that petitioner was exempt 
from tax under section 101 (8) of the United States Inter¬ 
nal Revenue Code, is not binding on the taxing authorities 
of the District; and it is not entitled to much weight, as it 
was based on petitioner’s ex parte statement of its activi¬ 
ties ten years before the year involved in this proceeding. 

The similar ruling by this Board as to 1939, (D.C.B.T.A. 
Docket No. 495), is not binding as to 1948; and the file in 
that case does not show on what facts it was based in suf¬ 
ficient detail to reveal whether petitioner’s activities in that 
year were similar to those in 1948. 

Undoubtedly the community, both that permanently resi¬ 
dent in the District and the visitors thereto, benefit from 
petitioner’s activities. But that is true of all business ac¬ 
tivities which cater to the needs or desires of the public. 
If they did not serve a useful function, as does petitioner, 
they would soon be forced to discontinue for lack of pat¬ 
ronage. The fact that they serve a useful function does 
not constitute them civic organizations within the meaning 
of the statute. 
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For the reason stated, the Board finds that the petitioner 
is not entitled to the exemptions claimed, under any of the 
statutory provisions relied on, and decisions will be for 
respondent in all three cases. 

Lawrence Koenigsberger, 
Member Sole, 

Board of Tax Appeals, D. C. 


25 Filed May 3 1950 

Docket No. 1163 

Petition of Taxpayer for Review by the United States Court 
of Appeals for the District of Columbia of a Decision 
by the Board of Tax Appeals for the District of 
Columbia 

Government Services, Inc., the petitioner in this cause, 
by John W. Cross and Cary McN. Euwer, its counsel, here¬ 
by files its petition for a review by the United States Court 
of Appeals for the District of Columbia of the decision of 
the Board of Tax Appeals for the District of Columbia 
rendered April 6,1950, determining that personal property 
taxes for motor vehicles were lawfully assessed against the 
petitioner by the Assessor of the District of Columbia and 
collected from it by the Collector of Taxes of the District 
of Columbia for the fiscal year 1949 in the amount of 
$441.60. 

L 

The petitioner is a corporation under the laws of the 
District of Columbia, doing business in the District of Co¬ 
lumbia. 

n. 

IV 

Nature of the Controversy 

(a) The controversy involves the question of the exemp¬ 
tion of the petitioner and the validity of the assess- 
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26 ment and collection by the assessing and collecting 

authorities of the District of Columbia of personal 

property taxes for motor vehicles. 

(b) The petitioner was incorporated in the District of 
Columbia as a charitable corporation under the provisions 
of Sub-Chapter 3, Chapter XVHI (now Title 5, Chapter 5) 
of the District of Columbia on December 28, 1926, for the 
purpose of operating cafeterias and other facilities and 
services at a minimum cost in the Federal buildings for the 
health, safety and general welfare of Government employ¬ 
ees and of such of the public as may be legally admitted to 
Federal buildings, and has continuously since that date and 
throughout the entire tax year in controversy performed 
such functions and other charitable activities in the Dis¬ 
trict of Columbia under agreements with agencies of the 
United States. It contends that it is exempt from the pay¬ 
ment of such taxes as a charitable corporation under ap¬ 
propriate provisions of law. 

(c) The petitioner made no return of personal property 
taxes for motor vehicles for the fiscal year of 1949 by vir¬ 
tue of the prior decision of the Board of Tax Appeals for 
the District of Columbia by its decision dated June 2, 1942, 
Docket No. 495, determining that petitioner was a charita¬ 
ble corporation and not subject to District of Columbia 
franchise and personal property taxes for the year 1939, 
and that since that decision petitioner has been considered 
exempt by the Assessor from the payment of personal 
property or franchise taxes. The Assessor of the District 
of Columbia held that petitioner was subject to taxation on 
personal property taxes for motor vehicles and assessed a 

tax of $441.60 against the petitioner thereon and no- 

27 tified the petitioner of such assessment on May 5, 

1949. The petitioner paid said tax to the Collector 

of Taxes of the District of Columbia under protest in writ¬ 
ing on May 12, 1949 and appealed from said assessment to 
the Board of Tax Appeals. 
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m. 

The petitioner being aggrieved by the findings of fact 
and conclusion of law contained in said findings and opin¬ 
ion of the Board of Tax Appeals, and by its decision en¬ 
tered in pursuance thereto desires to obtain a review there¬ 
of by the United States Court of Appeals for the District 
of Columbia. 


294 Filed May 3 1950 

Docket No. 1165 

Petition of Taxpayer for Review by the United States Court 
of Appeals for the District of Columbia of a Decision 
by the Board of Tax Appeals for the District of 
Columbia 

Government Services, Inc., the petitioner in this cause, 
by John W. Cross and Cary McN. Euwer, its counsel, here¬ 
by files its petition for a review by the United States Court 
of Appeals for the District of Columbia of the decision of 
the Board of Tax Appeals for the District of Columbia 
rendered April 6,1950, determining that personal property 
taxes were lawfully assessed against the petitioner by the 
Assessor of the District of Columbia and collected from it 
by the Collector of Taxes of the District of Columbia for 
the fiscal year 1949 in the amount of $18,363.64. 

L 

The petitioner is a corporation under the laws of the 
District of Columbia, doing business in the District of Co¬ 
lumbia. 

n. 

Nature of the Controversy 

(a) The controversy involves the question of the exemp¬ 
tion of the petitioner and the validity of the assessment 
and collection by the assessing and collecting authorities 
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295 of the District of Columbia of personal property- 
taxes. 

(b) The petitioner was incorporated in the District of 
Columbia as a charitable corporation under the provisions 
of Sub-Chapter 3, Chapter XVIII (now Title 5, Chapter 5) 
of the District of Columbia on December 28, 1926, for the 
purpose of operating cafeterias and other facilities and 
services at a minimum cost in the Federal buildings for the 
health, safety and general welfare of Government employ¬ 
ees and of such of the public as may be legally admitted to 
Federal buildings, and has continuously since that date and 
throughout the entire tax year in controversy performed 
such functions and other charitable activities in the Dis¬ 
trict of Columbia under agreements with agencies of the 
United States. It contends that it is exempt from the pay¬ 
ment of such taxes as a charitable corporation under ap¬ 
propriate provisions of law. 

(c) The petitioner made no return of personal property 
taxes for the fiscal year of 1949 by virtue of the prior de¬ 
cision of the Board of Tax Appeals for the District of Co¬ 
lumbia by its decision dated June 2, 1942, Docket No. 495, 
determining that petitioner was a charitable corporation 
and not subject to District of Columbia franchise and per¬ 
sonal property taxes for the year 1939, and that since that 
decision petitioner has been considered exempt by the As¬ 
sessor from the payment of personal property or franchise 
taxes. The Assessor of the District of Columbia held that 
petitioner was subject to taxation on personal property 
taxes and assessed a tax of $18,363.64 against the petitioner 
thereon and notified the petitioner of such assessment on 

June 10, 1949. The petitioner paid said tax to the 

296 Collector of Taxes of the District of Columbia under 
protest in writing on July 14, 1949 and appealed 

from said assessment to the Board of Tax Appeals. 
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m. 

The petitioner being aggrieved by the findings of fact 
and conclusion of law contained in said findings and opin¬ 
ion of the Board of Tax Appeals, and by its decision en¬ 
tered in pursuance thereto desires to obtain a review there¬ 
of by the United States Court of Appeals for the District 
of Columbia. 


307 Filed May 3 1950 

Docket No. 1177 

Petition of Taxpayer for Review by the United States Court 
of Appeals for the District of Columbia of a Decision 
by the Board of Tax Appeals for the District of 
Columbia 

Government Services, Inc., the petitioner in this cause, 
by John W. Cross and Cary McN. Euwer, its counsel, here¬ 
by files its petition for a review by the United States Court 
of Appeals for the District of Columbia rendered April 5, 
1950, determining that franchise taxes were lawfully as¬ 
sessed against the petitioner by the Assessor of the Dis¬ 
trict of Columbia and collected from it by the Collector of 
Taxes of the District of Columbia for the fiscal year 1948 
in the amount of $513.73. 

L 

The petitioner is a corporation under the laws of the 
District of Columbia, doing business in the District of Co¬ 
lumbia. 

n. 

Nature of the Controversy 

(a) The controversy involves the question of the exemp¬ 
tion of the petitioner and the validity of the assessment 
and collection by the assessing and collecting au- 

308 thorities of the District of Columbia of franchise 
taxes. 
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(b) The petitioner was incorporated in the District of 
Columbia as a charitable corporation under the provisions 
of Sub-Chapter 3, Chapter XVIII (now Title 5, Chapter 5) 
of the District of Columbia on December 28, 1926, for the 
purpose of operating cafeterias and other facilities and 
services at a minimum cost in the Federal buildings for the 
health, safety and general welfare of Government employ¬ 
ees and of such of the public as may be legally admitted to 
Federal buildings and has continuously since that date and 
throughout the entire tax year in controversy performed 
such functions and other charitable activities in the Dis¬ 
trict of Columbia under agreements with agencies of the 
United States. The membership of the corporation is com¬ 
posed entirely of employees of the Federal Government of 
the grade of Chief Clerk or higher. It contends that it is 
exempt from the payment of such taxes as a charitable cor¬ 
poration and as a civic league under appropriate provisions 
of law. 

(c) The petitioner made no return of franchise taxes for 
the fiscal year of 1948 by virtue of the prior decision of the 
Board of Tax Appeals for the District of Columbia by its 
decision dated June 2, 1942, Docket No. 495, determining 
that petitioner was a charitable corporation and not sub¬ 
ject to District of Columbia franchise and personal prop¬ 
erty taxes for the year 1939, and that since that decision 
petitioner has been considered exempt by the Assessor 
from the payment of personal property or franchise taxes. 
The Assessor of the District of Columbia held that peti¬ 
tioner was subject to taxation on franchise taxes and as¬ 
sessed a tax of $513.73 against the petitioner thereon 

309 and notified the petitioner of such assessment on 
September 22,1949. The petitioner paid said tax to 
the Collector of Taxes of the District of Columbia under 
protest in writing on September 26, 1949, and appealed 
from said assessment to the Board of Tax Appeals. 
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m. 

The petitioner being aggrieved by the findings of fact 
and conclusion of law contained in said findings and opin¬ 
ion of the Board of Tax Appeals, and by its decision en¬ 
tered in pursuance thereto desires to obtain a review there¬ 
of by the United States Court of Appeals for the District 
of Columbia. 


31 PROCEEDINGS 


38 Mr. Cross: I will call Major General U. S. Grant 

m. 

39 Thereupon General U. S. Grant m was called as a 
witness for and on behalf of the Petitioner, and hav¬ 
ing been first duly sworn, was examined and testified as 
follows: 

Direct Examination 
By Mr. Cross: 

Q. General Grant, will you state your name, please, and 
your position with Government Services, Inc.? A. Ulysses 
S. Grant III, and I am President of Government Services, 
Incorporated. 

Q. Are you familiar with the action taken in the forma¬ 
tion of the corporation which was predecessor to Govern¬ 
ment Services, Inc.? A. Yes, I am. 

Q. At the time that action was taken, what position did 
you hold with the Federal Government? A. I was Director 
of Public Buildings and Public Parks. 

Q. Will you tell us what you did in the formation of the 
predecessor corporation? A. When I came to the Office of 
Public Buildings and Public Parks I found that a great 
many operations were going on on Government property 
under rather sketchy supervision of two employees in the 
office and under the name of a Joint Welfare Service, which 
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was an informal combination of two welfare divi- 
40 sions of the offices of Public Buildings and Grounds 
and the State, War and Navy Department Buildings, 
which had been combined by the law of 1924. 


The Witness: I was somewhat perturbed at this situa¬ 
tion, and I did try to organize the various services that 
were being rendered the Government in a rather informal 
manner, as the Post Exchanges are organized in the Army, 
and put in charge of an officer who was then head of the 
Protection Division of the Office of Public Buildings and 
Public Parks. But the whole matter was irregular and 
informal, in my opinion, and I discussed it with the 
41 Bureau of the Budget—General Lord was then Chief 
of that Bureau, and I had many conversations with 
him personally and with Mr. Kloeber, who was the Assist¬ 
ant Chief of the Bureau, and I arrived at the conclusion 
that the only way these services for which the Government 
made no provision by appropriation could properly be run 
was to organize a corporation, non-profit making and non¬ 
commercial in its attributes, but so organized that the in¬ 
terests of the public and the interest of the Government 
employees would be foremost in their minds, and then make 
a contract or agreement with this corporation to perform 
such services as the Government needed and seemed to be 
requisite to the Government’s business. 

I discussed that matter very fully with Mr. McCarl, who 
was then Comptroller General, and who expressed his feel¬ 
ing that he was much gratified— 


The Witness: Anyway, we set up a corporation, and in 
order to do so I asked for information as to the best law¬ 
yers— 


42 The Witness: On recommendations as an expert 
on such matters I employed Mr. Peele, who was then 


* 
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in the firm of Peele, Ogilby and Letts, and Mr. Peele drafted 
the articles of incorporation and advised me that he had 
inquired at the District Building of the proper authorities 
and of the Federal Income Tax authorities as to whether 
such a corporation— 

The Board: I don’t like to interrupt, but you don’t need 
to go into all the details. 

The Witness: The corporation was then formed, and a 
board of directors in accordance with the articles of incor¬ 
poration was selected and a written agreement was entered 
into with my office of Public Buildings and Parks, to per¬ 
form the service— 


44 By Mr. Cross: 

Q. General, what has been, and is, the present policy of 
the organization with respect to the selection of units which 
it operates? 


46 A. The corporation selects units to operate, and 
any activity to operate, only on the request of some 
agency or department of the Government. It limits itself 
strictly to the rendering of public service needed by the 
Government. 


49 By Mr. Cross: 

Q. General, would you state, please, what has been, 
through 1948, the policy of the corporation with respect to 
the distribution of profits to private individuals? A. No 
profits whatever are distributed to private individuals. 

Q. Do the trustees of the corporation receive compensa¬ 
tion? A. They do not. 

The Board: Mr. Cross, don’t ask these questions 
as to 1949. 


50 
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By Mr. Cross: 

Q. Through 1948 did the trustees receive compensation? 
A. No, they did not. 

Q. Through the tax year in question, 1948, was any part 
of the activities of your service devoted to dissemination 
of propaganda? 


A. No, the corporation did not distribute any propa¬ 
ganda that I have any knowledge of. 


54 Herbert L. Willett, Jr. was called as a witness for 
and on behalf of the Petitioner, and being first duly 

sworn, was examined and testified as follows: 

Direct Examination 
By Mr. Cross: 

Q. Mr. Willett, will you state your name and position 
with Government Services, Inc.? A. My name is Herbert 
L. Willett, Jr., secretary-treasurer of GSI. 

The Board: What is GSI? 

The Witness: Government Services, Incorporated. 

By Mr. Cross: 

Q. What are your duties in this office, with specific ref¬ 
erence to the filing system of the corporation and the by¬ 
laws? A. As secretary of the corporation I have respon¬ 
sibility for all notices of meetings of the Board of Trustees 
or of the trustee committees, and for all the minutes. I 
have responsibility for filing records and maintaining the 
records of all the trustee actions and other official actions. 
Q. In whose files are the copies of the certificate 

55 and by-laws kept? A. They are in the files of the 
central file. 

Q. And who has jurisdiction over them? A. Mrs. Hicks. 
Q. Is she under your direct supervision? A. She is. 
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Q. I hand you a document entitled ** Government Serv¬ 
ices, Inc. Articles of incorporation and by-laws,” and ask 
you to examine it and state whether or not that is a true 
and correct copy of the present certificate and by-laws? A. 
Yes. It includes the amendments that have been made. It 
is a true and correct copy. 

Q. And you have verified it as such? A. Yes. 

Mr. Cross: I move the admission of this exhibit. 

Mr. Updegraff: May I ask a question? 

By Mr. Updegraff: 

Q. Mr. Willett, in determining that petitioner’s Exhibit 
2 is a correct and true copy of the certificate of incorpora¬ 
tion and by-laws, what did you do with respect to this little 
booklet? A. When I first came into the corporation I went 
through it very carefully to determine exactly that the 
printing which had been done before I came was cor- 
56 rect, to familiarize myself with it and to check it 
against the official record. The thing that I looked 
at when I was asked the question here was to see whether 
it included the penned-in items, the two penned-in items 
which are amendments subsequent to my coming. 

Q. When did you come into the organization and make 
this check? A. December 3, 1947, two years ago. 

Q. Who made the changes in pen and ink on pages 9,11, 
and the blank page opposite page 12? A. They were made 
by my secretary after action by the Board. 

Q. When was the action of the Board with respect to 
those changes? A. The early part of 1949,1 think, for both 
of those. I haven’t the exact date. 

Mr. Updegraff: If your Honor please, I object to Peti¬ 
tioner’s Exhibit 2, because it is not the best evidence. By 
the witness’ own testimony there have been changes not 
made by him, based upon action of the Board, and the best 
evidence is the minutes of the corporation showing what 
changes were made and what are the by-laws. 

The Board: What are you talking about now, the by¬ 
laws or the charter? 



43 


Mr. Updegraff: He offered them both, as I understood 
it. 

57 The Board: What are you talking about? 

Mr. Updegraff: I am talking about them both. He 
has offered the whole book. 

The Board: The particular objection that you make, do 
you make to the by-laws or to the charter? 

Mr. Updegraff: They are made to the by-laws, and I 
object to the copy of the certificate of incorporation, on the 
same ground that I stated heretofore, that it shows amend¬ 
ments, and we have no way of knowing what the amend¬ 
ments were or how they came about. 

The Board: This exhibit, although it purports to be one 
document, it is really two documents, and I don’t know 
why it should not be proved in the regular way, namely, 
by a copy certified by the Recorder of Deeds as to the char¬ 
ter, and as to the by-laws by a showing of the original min¬ 
utes from which they were adopted, and I will exclude the 
document on that ground. 

Mr. Cross: Well, your Honor, I suppose there is no rea¬ 
son why that should not be done. I am sure it has now de¬ 
veloped that I have been a little remiss in the technicalities 
of this presentation. I was more or less led into it by a 
review of the other record, when Corporation Counsel had 
accepted these documents as true and correct copies on the 
statement, of the Secretary. 

The Board: I know nothing about that. It may 

58 have been a different corporation counsel and before 
a different Board. 

Mr. Cross: It was a different corporation counsel and a 
different Board. I do request this: that in order to expe¬ 
dite, to facilitate the procedure, the document be identified 
and admitted subject to verification, in order that we may 
proceed with these witnesses. If Corporation Counsel then 
wishes to object to any inaccuracies, I will be glad to under¬ 
take to correct them. 
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The Board: You can give me your testimony, but I will 
strike it out unless the admissibility is proven according to 
the rules of evidence. 

Mr. Cross: All right. It is admitted subject to that rul¬ 
ing? 

The Board: Yes, and if the ruling is not adhered to, I 
am going to strike all testimony based on it. 

(The document referred to, previously marked Petition¬ 
er’s Exhibit 2 for identification, was received in evidence.) 


General U. S. Grant III resumed the stand * * * 


By Mr. Cross: 

Q. General, I hand you Government Services, In- 
59 corporated Exhibit 2 for identification, which is the 
Articles of Incorporation and by-laws, and ask you 
to refer to page 2, paragraph 5, of the Certificate of Incor¬ 
poration, and inquire whether or not you are familiar with 
that paragraph and its purpose ? A. I am familiar with it. 
I was present at the time it was adopted by the Board, and 
the purpose of it was to clarify something which had been 
somewhat vague before but was on our minds, that if the 
corporation ever went out of business or was liquidated, 
the property which it had acquired in the course of years, 
and all its assets, would be disposed of to the Government. 
So that there would be no possible private profit— 

Mr. Updegraff: Is it still understood, your Honor, that 
this testimony is subject to respondent’s objection? 

The Board: I will so rule if you want it to be. 

Mr. Updegraff: I want it to be, your Honor. 

The Board: Very well, it will be. 

By Mr. Cross: 

Q. General Grant, I think you testified earlier as to the 
name of the original organization. Will you state the name 
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of the current corporation? A. The name of the corpora¬ 
tion now is Government Services, Incorporated. 

Q. Will you state, please, why the name was changed? 
A. The name was changed because of the feeling that the 
name of Welfare and Recreational Services of Pub- 

60 lie Buildings and Grounds was awkward and too long 
for practical purposes, and because the Office of the 

Buildings and Grounds had been done away with, so that it 
had an implication that was no longer applicable, and be¬ 
cause since the corporation’s purpose was to render serv¬ 
ices to the Government, we thought this was a more appro¬ 
priate name. 

Q. What did the corporation do with any profits which 
it accumulated? A. It has to retain a part, of course— 

The Board: Don’t tell us what it has to do. What does 
it do? 

A. (continuing) It retains a part for current operations, 
and it puts aside much of it to undertake and develop new 
operations which are requested by the Government, and it 
pays the Government a part of the profits directly. It pays 
that direct to the Government, and the Government puts it 
into miscellaneous receipts. 

Q. What does the corporation do with respect to oper¬ 
ating the units which are in competition with units or with 
artivities operated by private parties? A. As far as prac¬ 
ticable, the corporation does not compete with private com¬ 
mercial ventures. I could state one or two cases in which 
the corporation acting under that policy, refused to make 
bids for operations which the Government thought it could 
get commercial enterprises interested in. 

61 Q. Will you describe those activities? A. I have 
in mind particularly the town of Norris when it was 

turned over for operation by the TVA order for rent or 
sale, and we refused to submit a bid at that time. There 
have been other cases of a similar nature where the corpo¬ 
ration has not made a bid for the service. 
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The Board: You say it did not make a bid at that time. 
Did you make a bid at any other time? 

The Witness: No, sir. 

By Mr. Cross: 

Q. Do you follow the same course with respect to the ac¬ 
tivities operating in the District of Columbia? A. Cer¬ 
tainly. 

Mr. Cross: That’s all. Counsel may cross-examine. 

Cross Examination 
By Mr. Updegraff: 

Q. General Grant, you have been Director of Government 
Services, Incorporated, for how long? A. I think it was 
.1944. 

Q. From 1944 until the present time has there been any 
change whatsoever in the kind of activities conducted by 
Government Services? A. No. 

Q. They have always been the same since you have been 

on the Board of Directors? A. So far as I know the 
62 activities have been of the same character. 

Q. You testified, I believe, that Government Serv¬ 
ices did not distribute profits to the individuals. Is that 
correct? A. That is correct. 

Q. You also testified, I believe, that, as far as possible, 
Government Services did not compete with commercial en¬ 
terprises. Is that correct? A. Yes, sir. 

Q. Do you consider the conduct of a public restaurant a 
commercial enterprise? A. I don’t know too well what you 
mean by “public restaurant.” 

The Board: By definition it is one that is open to the 
public. 

By Mr. Updegraff: 

Q. Let me ask you along a different line. Government 
Services conducts a restaurant in various places in the Dis¬ 
trict of Columbia and elsewhere, does it not? A. Yes. 
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Q. If members of the general public go into those restau¬ 
rants, they can buy meals, can they not? A. Some, yes— 
yes, they can. 

Q. What do you mean by “some,” General? A. 

63 I mean that the restaurants which we operate, ex¬ 
cept the one at Haines Point, are not on the street 

and public restaurants or cafeterias to which the public is 
generally invited. They are run for the benefit of the Gov¬ 
ernment employees in those buildings, but on the other 
hand, those Government employees sometimes have guests, 
and it is quite possible that an occasional person slips in 
from the street. It certainly is not encouraged, and we do 
not feel that they are run for public business. 

Q. What check, if any, does Government Services have 
to exclude the general public from the use of those restau¬ 
rants? A. Of course, that has varied from time to time. 
During the war we had identification cards. We depend 
upon the administrative policy of the Department for the 
way the restaurant is run. 

Q. You mean Government Services, then, did not have 
any check at all as such—Government Services, Incorpo¬ 
rated? A. We operated the check, but we operated it as 
and when the Government Departments desired it, or in 
the manner they wished. 

Q. When, where and what check was operated? A. Well, 
I might say that during the war period we had identifica¬ 
tion cards in the one that I usually went to, which was the 
Interior Department cafeteria, and I don’t know too 

64 well what was the method or what was done in 
others. 

Q. When you got in line—let us not say you—they would 
know you too well, General—suppose a government em¬ 
ployee in the Interior Department had one of those war¬ 
time identification cards and got in line to get food in a 
retaurant operated by Government Services, did the cash¬ 
ier ask him to produce his identification card? A. No, it 
was presented to a watchman at the door. 
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Q. At what door? A. At the entry to the cafeteria. 

Q. Wasn’t it only necessary that the watchman at the 
entrance to the building be shown that identification card? 
A. No, the entrance to the building was—the registration 
was made at the entrance to the building, but not on the 
identification card that was used in the cafeterias. 

Q. When was that practice discontinued? A. I could not 
give you the date. I should think it was about 1946 or 1947. 

Q. So that, so far as any check that Government Serv¬ 
ices, Incorporated, makes, or any of the administrative offi¬ 
cials, during the tax years involved in this proceeding, any 
member of the public or any government employee could 
walk into a Government Service operated restaurant and 
get a meal? Is that correct? A. I think that is correct, 
yes. 

65 Q. Now, you state that no profits of the petitioner 
were distributed to private individuals. Is that cor¬ 
rect? A. That is correct, as far as the distribution of 
profits is concerned. Of course, we have hired help. 

Q. What do you call a * 4 distribution of profits to indi¬ 
viduals”? A. Normally, if profits are paid in the form of 
dividends, I think, or divided in some way by the stock¬ 
holders of the corporation, that I would call a distribution 
of profits. 

Q. I am talking about individuals, not directors at this 
time, General. A. Well, I would say that the members of 
the corporation or directors or stockholders, if they re¬ 
ceived any benefit, that would be a distribution of profits. 

Q. If they received any benefits that would be a distri¬ 
bution of profits? A. If they received any payments of 
any kind, that would be a distribution of profits. I don’t 
understand that the payment of wages to persons not so 
connected with the corporation, employees, is a distribu¬ 
tion of profits. That is a payment for work done. 

Q. Now, you are familiar, General, with the operations 
of the various restaurants by GSI, are you? A. Yes, quite 
so. 
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66 Q. Are you familiar with the prices charged by 
GSI to those who buy in those restaurants? A. I 

am, yes. 

Q. Are you familiar with the prices charged commer¬ 
cially throughout the District of Columbia for meals of 
comparable kind and quality? A. In a general way. 

Q. Would you say, General, based upon that knowledge, 
whether the cost of meals purchased in GSI operated res¬ 
taurants are generally less or more or equal to the same 
kind of meals, the same quality of meals, purchased else¬ 
where in the District of Columbia commercially? 

The Board: And the same kind of service. 

Mr. Updegraff: The same kind of service, yes. 

A. Generally I would say they are a little lower. 

By Mr. Updegraff: 

Q. A little lower? Do you consider the fact that those 
prices are a little lower, a benefit running to the individual 
who buys at such lower price? 

The Board: Isn’t that self-evident? 

Mr. Updegraff: It may be, your Honor. I would like 
the witness to answer whether he considers that benefit to 
an individual. 

A. It is a benefit to the Government employees for whom 
the operation is run. 

67 By Mr. Updegraff: 

Q. Now, getting to the policies about which you testified, 
did you attend every meeting of the Board of Directors of 
Government Services since you became a director? A. I 
think I have missed two. 

Q. And did you examine the minutes of the two you 
missed, the two meetings you missed? A. Yes, I read the 
minutes through. 
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68 Redirect Examination 

By Mr. Cross: 

Q. General Grant, did you serve a tenure as a trustee of 
Welfare and Recreational Association of Public Buildings 
and Grounds prior to the year 1944? A. Yes, I was trustee 
from the time of its incorporation until 1933, when I was 
relieved from duty with the Office of Public Buildings and 
Grounds. 

Q. So, much of your entire period as trustee has been 
from 1927 to 1933, and from 1944 to 1948? A. Till June, 
1933. 

Q. What, if any differences in price or otherwise are 
made in payment for services by members or trus- 

69 tees of the Association when they walk into a cafe¬ 
teria operated by GSI to obtain food service, con¬ 
trasted with any other Government employee patronizing 
that unit? A. We pay our checks. 

Q. During the— 

The Board: The question is, do you get a lower check? 

The Witness: No, sir. 

By Mr. Cross: 

Q. You pay exactly the same price? That’s all. 

Mr. Updegraff: I have one or two more questions. 

Recross Examination 


71 By Mr. Updegraff: 

Q. We will pass that for the moment, General. What 
function of General Services do you consider to be oper¬ 
ated for purposes of charity? 

The Board: I didn’t hear him use the word “charity.” 

Mr. Updegraff: I am asking the question. 

A. The purpose of the corporation is to furnish services 
for the benefit of Government employees, and to assist 
the Government in performing its functions, which is a 
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72 charitable purpose, as I understand it. In addition 
to that a part of the profits—and I should correct 
my previous statement, because I didn’t mention it—part 
of the profits go to help sustain various Government wel¬ 
fare associations for the benefit of employees, and in addi¬ 
tion, of course, the corporation makes substantial annual 
contributions to charity here in the District of Columbia. 

By Mr. Updegraff: 

Q. What charities in the District of Columbia? A. I feel 
that that can best be more accurately answered by the ac¬ 
countant or the treasurer. I have in mind—I know we al¬ 
ways make a contribution to the Community Chest; we 
make certain contributions to the Boys’ Club and various 
other organizations, assisting them in one way or another. 
I haven’t got the list in my mind. 

• ••••••••• 

74 Mr. Cross: If your Honor please, at this time I 
would call Mr. Herbert Willett, Secretary of the As¬ 
sociation. 

Thereupon Herbert L. Willett, Jr. resumed the stand and 
testified further as follows: 

Direct Examination (continued) 

By Mr. Cross: 

Q. Mr. Willett, will you state please, your position 

75 with the Corporation and how long you have held 
that position? 

The Board: Hasn’t he done that? 

Mr. Cross: He has. 

By Mr. Cross: 

Q. How long have you held this position and what is your 
general background for it? A. I have held the position 
since December 3, 1947. My general background is gradu¬ 
ate of the University of Chicago, taught in the American 
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University of Beirut, then known as the Syrian Protestant 
College; was on the National Staff of the Near East Relief 
for twelve years; was Assistant Director and then Director 
of the Community Chest of Washington, Community War 
Fund of Washington, Community Chest Federation, from 
which 1 resigned on June 30, 1947. 

Q. State generally your duties with the Corporation. A. 
As Secretary— 

The Board: Wait a minute. I think he stated that a few 
minutes ago. 

Mr. Cross: All right. I will withdraw the question. 

The Board: Am I wrong about that? 

The Witness: I did state before, as Secretary. 

By Mr. Cross: 

Q. Does Government Services have any connection with 
insurance activities for insured members? A. We have the 
insurance members. 

76 The Board: I don’t care what they have today. 
By Mr. Cross: 

Q. Did they in 1948? A. Yes. We have what is called 
the Insurance Division for the Field Service of the Secre¬ 
tary’s administration, in which we through one master pol¬ 
icy allow participants who are in the Field Service of the 
Veterans’ Administration to buy up to three certificates of 
insurance. We operate that master policy on their behalf. 

Q. Will you describe the type of membership in your or¬ 
ganization which existed up to and through the year 1948? 
A. There were four types of membership, active members— 

The Board: Just a moment—you, of course, are not the 
insurer, are you? 

The Witness: No. 

The Board: Are your functions any different from that 
of any private employer who has group insurance for his 
employees? 

The Witness: That is correct. 
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The Board: It is the same? 

The Witness: It is. We function as the representative 
of the people, and the insurance policy, the group policy, 
is with the Shenandoah— 

The Board: Will you answer the question, please ? 

77 Read the question. 

• (The reporter read the question as follows: 

“Are your functions any different from that of any pri¬ 
vate employer who has group insurance for his employ- 
ees? ,, ) 

The Witness: The difference, however, is the fact that 
we are serving those who are not our employees. In other 
words, we are serving the employees of the Veterans’ Ad¬ 
ministration and the Field Service. 

The Board: You are serving the employees of another 
employer? 

The Witness: That is right. 

By Mr. Cross: 

Q. I had asked you a question previously with respect to 
the types of membership which existed up to and through 
the year 1948. Will you state that, please? A. There are 
four types of membership, active members, who are the 
only voting members, who are Government officials; the 
associate members all of whom are staff members, ranking 
staff members of the corporation; honorary members, of 
whom there is only one, and the insurance members, of 
whom there are some three thousand. 

Q. Will you state what an insurance member was through 
the year 1948, and who the employer of such members was, 
if you know? A. The employer of such members is 

78 the Veterans’ Administration. They are called “in¬ 
surance members.” They have no rights in the cor¬ 
poration whatsoever except those given them by their par¬ 
ticipation in the certificate or by their purchase of certifi¬ 
cates of insurance. 
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Q. I hand you a document entitled “Government Serv¬ 
ices, Inc., formerly Welfare and Recreational Association, 
Public Buildings and Grounds, Inc. Fifteenth report to 
insurance members covering the year ended July 15, 1948 
and”—I will ask that this report be marked for identifica¬ 
tion Petitioner’s Exhibit 3. 

(The document referred to was marked Petitioner’s Ex¬ 
hibit 3 for identification.) 

I will ask you if you will identify that document and tell 
us what it is? A. This is the annual report to insurance 
members, gotten out for the year ending as indicated, July 
15, 1948, sent to all the participants in the Veterans’ Ad¬ 
ministration Field Service, Insurance Division of the Cor¬ 
poration. 

Q. What is the purpose of that report? A. To enable 
the people to know exactly what the status of the organiza¬ 
tion with which they are connected is, what new members 
there are, what benefits have been paid to those who are 
deceased, the total number of certificates in force, the total 
value of those certificates, and any other pertinent 
79 information. 

Mr. Cross: If your Honor please, I move the ad¬ 
mission at this time of Petitioner’s Exhibit 3. 

Mr. Updegraff: I have no objection. 

The Board: It will be received. 

(The document referred to, previously marked Petition¬ 
er’s Exhibit 3 for identification, was received in evidence.) 


By Mr. Cross: 

Q. What charges do you make for your services to these 
members? I don’t think he has covered that. A. The mem¬ 
bers pay $1 per month for each certificate, of which 10 cents 
goes to the corporation for actual expenses. There is no 
profit whatsoever. 

Mr. Updegraff: I object to the last statement as a con¬ 
clusion. 
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By The Board: 

Q. Who gets the other 90 cents? A. We pay to the in¬ 
surance company whatever the going rates are, which 
change each year, and any reserve, any unpaid balance 
which is actually a refund by the insurance company 

80 at the end of the fiscal year, goes into a reserve which 
is reported in this report and is held for the benefit 

of the participants. It is a safety reserve on the theory 
that as they grow older the cost of insurance will increase. 
As a matter of fact, the No. 1, the holders of the first cer¬ 
tificates, the insurance cost is $1.23 a share. The reserve 
will be used to keep their annual dues at the $1 rate with¬ 
out having to change the dues annually as the rate changes. 

Q. Are these term policies? A. No, they are life policies. 
You say “term” policy? 

Q. Yes. A. No, it is a life policy, insurance payable at 
death. 

Q. How do the rates go up? A. As the average age of 
those insured increases, the insurance company charges a 
higher premium per certificate. 

Q. For the older insured members? A. Yes. It changes 
each year on the average age. 

By Mr. Cross: 

Q. Who determines that? A. The insurance company. 

Q. Are you familiar with which officers of the Govern¬ 
ment Services, Incorporated, received compensation prior 
to and during the year 1948? A. I am the only officer who 
received compensation. The officers are the president, the 
vice-president, both of whom— 

81 The Board: Wait a minute. You have answered 
the question. 

By Mr. Cross : 

Q. Does the General Manager receive compensation? A. 
He does. He is not an officer. 
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Q. Under whose jurisdiction does the reporting of the 
functioning of the committees of the trustees come ? A. By 
“jurisdiction’’ you mean what? 

Q. Who reports actions taken by the various committees? 
A. That is part of the Secretary’s task. I do. 

Q. That is part of your task? A. Yes. 

Q. As a result of this activity are you familiar with the 
functioning of the budget and expenditures committee? A. 
I am. 

Q. Will you explain in some detail how that committee 
operates, what it does, please? A. It has a chairman, a 
vice-chairman, a secretary member and an alternate. Its 
functions are, first, to pass upon the operating budget, the 
overhead budget of the component parts of the corpora¬ 
tion, the various divisions. Its second chief function is to 
determine the donations that shall be made to welfare so¬ 
cieties of Government employees. 

Q. f Will you explain in general what a donation to a wel¬ 
fare society is, and particularly what welfare socie- 
82 ties do you refer? A. A good many of the depart¬ 
ments, though not all, and other establishments have 
what they call “welfare and beneficial societies,” whose 
task it is to be able to help their members. 


The Witness: The organizations, as we understand, are 
set up by the employees. They are non-official—that 
83 is, from the standpoint of having any government 
responsibility. 

The Board: Don’t use too much detail. Are they hos¬ 
pitals, gymnasiums or what? 

The Witness: Presumably they are set up to aid their 
own members in whatever way is necessary. Some of them 
are recreational. Our money is used for loans. 

Mr. Updegraff: If your Honor please, I object to this. 
He is just testifying what he thinks and clearly he doesn’t 
know that the money is used for. 
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The Board: No, I don’t think yon can testify as to what 
nse is made of the money which these outfits get from the 
petitioner here. All he can say is that the petitioner makes 
donations to these organizations, and that he thinks that 
is what they do. 

The Witness: The reports that we have— 

The Board: Wait just a second while Mr. Cross states 
his question. 

By Mr. Cross: 

Q. What investigation, if you know, have you or the 
Budget and the Expenditures Committee made with re¬ 
spect to the functioning of these welfare organizations? A. 
We have been assured that they are properly organized. 
The Board: That is not the question. The question was, 
what investigation have you made? 

84 A. We have their assurances. We have made no 
investigation aside from the assurance of the then 
officers of such associations. We also have letters from 
them thanking us for the gifts, because they were used— 
Mr. Updegraff: I object to that. 

The Board: You will save an awful lot of time if you 
will just answer the question and then stop. 

86 By Mr. Cross: 

Q. Are you familiar with the taxes which were paid to 
the Government through the year 1948 by Government 
Services, Incorporated? A. Yes. 

Q. What taxes did the corporation pay? A. It paid Fed¬ 
eral income tax, excise tax, D. C. compensation tax, D. C. 
real estate taxes. It paid Social Security taxes. 

• ***••*••• 

91 Cross Examination 

By Mr. Updegraff: 

• ••••••••• 
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92 Q. Do you know whether Government Services 
ever contended before the District of Columbia un¬ 
employment Compensation Board that it was exempt from 
District of Columbia Unemployment Compensation and 

Social Security taxes? A. I do not. 

93 Q. Your testimony, I believe, was that the peti¬ 
tioner paid such taxes? A. Unemployment compen¬ 
sation. 

Q. And you also testified, I believe, that the petitioner 
paid the District of Columbia real estate taxes? A. True. 

Q. What property in the District of Columbia does Gov¬ 
ernment Services own? 

The Board: You mean real estate? 

Mr. Updegraff: Real property. 

A. The building at 1121 21st Street—no, 1125 21st Street, 
three warehouses in the rear thereof, and the adjacent 
building at 1143 21st Street. 

Q. Do you know what those buildings at 1125 and the 
other address you gave on 21st Street were used for during 
1948? A. They were used as headquarters of the Corpora¬ 
tion, and the buildings on the alley were used as warehouses 
by the Corporation. 

Q. You mean the petitioner? A. By the petitioner. May 
I add one thing? In 1948 we owned also the property— 

Q. There is no question pending. 

The Board: Wait a minute. He was asked whether 

94 he paid real estate taxes. He wants to complete that 
answer. 

By Mr. Updegraff: 

Q. You have something to add about real estate? A. 
There was one piece of property that we have recently sold, 
which was at 1119 21st Street that in 1948 was used by the 
personnel office. It has since been sold. 
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95 By Mr. Updegraff: 

Q. Mr. Willett, yon testified that the petitioner paid, dur¬ 
ing the tax years involved, Federal excise taxes, District 
of Columbia unemployment compensation and Social Se¬ 
curity taxes, and District of Columbia real estate taxes. 
I don’t believe I heard you testify that the petitioner paid 
any OAB taxes. Did the petitioner pay any such taxes 
during the tax years involved in this proceeding? A. Yes, 
sir. 

Q. What are OAB taxes? A. Old age benefits. 

Q. To what government agency were those taxes paid, if 
any? A. I have never made any check. I don’t know. 

Q. Do you know who was the payee of such taxes? 

96 A. Whether the District or the Federal government? 

Q. Do you know who was the payee of those taxes? 
A. I didn’t see the checks. 

The Board: That isn’t the question. 

A. I don’t know. 

By Mr. Updegraff: 

Q. Did you, as treasurer, ever make any effort to find out 
who was the payee for such taxes? A. I never made any 
effort to fi.id out. 

Q. Are you a member of the petitioner’s committee on 
revenues and expenditures? A. I don’t know such a com¬ 
mittee. I am not. 

Q. Weren’t you testifying a while ago about budget and 
expenditures? Are you a member of that committee? A. 
Only trustees are members. 

Q. Are you a member of it? A. I am not. 

Q. How did you happen to learn all about the recommen¬ 
dations and functions of the budget and expenditures com¬ 
mittee about which you were testifying? A. I am secretary 
of the committee. 

Q. You are secretary? A. I am secretary. 

Q. Doesn’t that make you a member of it? A. I have 
no vote. 


97 Q. Who keeps the records, the reports of that com¬ 
mittee? A. They are kept in my office. I write the 

minutes. They are filed in my office and sent to the mem¬ 
bers. 

Q. I understood your testimony to be that that commit¬ 
tee determines what amounts went to various so-called wel¬ 
fare organizations, based upon the profits of that depart¬ 
ment Is that right? A. It determines the policy upon 
which those amounts are based; in order words, a certain 
percentage of profit. Then that percentage is determined 
in accordance with the profit. The committee does not pass 
upon the individual appropriations. That is merely a math¬ 
ematical result from their policy. 

By The Board: 

Q. Who determines these organizations and what they 
get? A. I am not sure that I got the question. 

Q. How many of these organizations are there to which 
these donations are made? A. Approximately fifteen. 

Q. Who determines either how much they get in dollars 
or what proportion each particular organization gets of the 
total amount donated? A. The Budget Committee deter¬ 
mines that they shall receive a specific proportion of 

98 the profits from the operations of their buildings. 
That is determined by the committee. 

Q. Collectively? A. No, individually, individually billed, 
and the accounting department determines the amount on 
that policy. 

The Board: You have answered me. Please answer the 
questions and then put a period there. 

By Mr. Updegraff: 

Q. Mr. Willett, can you name the so-called welfare organ¬ 
izations who get those profits? A. Not by specific name. 
They are listed in that report. 

Q. By “that report” you mean what? A. The document 
there. 
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Q. Respondent’s Exhibit D for identification? A. Yes. 
Q. If I named them would yon recognize them? A. Yes. 
Q. Navy Department Welfare Association? A. Correct. 
Q. War Department Welfare Association? A. I am not 
sure. 

Q. GAO Welfare Association? A. Yes, sir. 

99 Q. What does GAO mean? A. General Account¬ 
ing Office. 

Q. FBI Welfare Association? A. Correct. 

Q. What does FBI mean? A. Federal Bureau of Investi¬ 
gation. 

Q. Post Office Welfare Association? A. Right. 

Q. State Department Welfare Association? A. Correct. 
Q. Revenue Welfare Society? A. Correct. 

Q. What is that? A. Internal Revenue. 

Q. By “Internal Revenue” you mean the Federal Bureau 
of Internal Revenue? A. Correct. 

Q. In-Com-Co Club. Is that Income Commerce Club? 
What is that? A. An organization of the Interstate Com¬ 
merce Commission. 

Q. Commerce Department Welfare Society? A. Correct. 
Q. U. S. Maritime Commission Welfare Society? A. 
Right. 

100 Q. Interior Department Welfare Association? A. 
Correct. 

Q. Veterans’ Administration Welfare Association? A. 
Yes. 

Q. Civil Service Welfare Society? A. Yes. 

Q. Central Intelligence Agency? A. Right. 

Q. What is that? A. It is an organization of the Fed¬ 
eral Government which is so listed in the Congressional 
Directory. 

Q. Is that all you know about it? A. That is all I know 
about it. 

Q. Federal Home Loan Bank Administration Welfare? 
A. Correct. 
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Q. Are there any others that I have not mentioned? A. 
Suitland is the section of the Department of Commerce 
which is located in Suitland and receives a separate check 
and is generally listed separately. I believe that was not 
true in 1948, but it has only occurred since. 

Q. That is handled on the same basis as the ones I men¬ 
tioned? A. Identically. 

i Q. Do you know whether Government Services contrib¬ 
uted during the years 1948 and 1949 to the Community 
Chest Federation? A. It did. 

101 Q. How much? A. $1,000 each year. 

Q. What other agencies similar to the Community 
Chest Federation in the District of Columbia did Govern¬ 
ment Services contribute to during 1948 and 1949? A. The 
American Red Cross. 

Q. How much? A. Either $100 or $150. 

Q. Any others? A. Police Boys 7 Club. 

! Q. How much? A. I think that was $100. 

Q. Any others? A. The 12th Street Branch of the 
YMCA, for membership, $50. 

Q. Any others? A. I don’t recall any others at the pres¬ 
ent time. 

i Q. Do you know whether the Government Services con¬ 
tributed any other funds or anything of value to any or¬ 
ganization other than what you have testified to during my 
cross examination, in the way of charitable organizations ? 
A. Specifically incorporated charitable organizations, I 
think of no others. 


103 Mr. Cross: I will call Mr. D. D. Vest. 

Thereupon D. D. Vest was called as a witness for and on 
behalf of the Petitioner, and having been first duly sworn, 
was examined and testified as follows: 




Direct Examination 
By Mr. Cross: 

Q. Mr. Vest, will you state your name and your position 
with Government Services, Inc. ? A. My name is 
104 D. D. Vest. I am Chief Accountant. 

Q. Will you describe generally your duties? A. 
My duties are to establish and maintain accounting pro¬ 
cedures for the Corporation. 

The Board: In other words, he is chief accountant and 
keeps the accounts. 

The Witness: That is right. 

By Mr. Cross: 

Q. I hand you Petitioner’s Exhibit No. 6 for identifica¬ 
tion and ask you if you will identify it, please? A. This is 
the consolidated operating statement for the year 1948, as 
compared with 1947, which shows the entire income of the 
Corporation and the entire amount of operating expense. 

Q. What is the purpose of the schedules shown on the 
exhibit? A. Well, the schedules attached are only a means 
of showing the details that bear out income and expendi¬ 
tures, rather than to make a very long statement. These 
schedules attached are the details to those totals. 


109 By Mr. Cross: 

Q. I hand you Petitioner’s Exhibit 7 for identification 
and ask you if you can identify that document? A. This is 
a condensed statement of the operation for the calendar 
year 1948. When I say “condensed statement of opera¬ 
tion” I mean that the gross revenue, cost of sales, operat¬ 
ing expenses, and profit and loss have been condensed into 
one single picture statement. 

• ••••••••• 
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131 Mr. Cross: That’s all. 

By The Board: 

Q. Mr. Willett, I call your attention to Petitioner’s Ex¬ 
hibit 7, and upon that there are various activities of the 
petitioner under these headings. I wish you would tell me 
which of those activities are under the context of the con¬ 
tract of 1927 and which are under some other contract. A. 
I shall have to refer to the exhibit. 

Q. I will read off the headings. A. I would not be able 
even to be sure at that time, as I was not in the corporation 
and had dealt only with the agencies that are interested. 

Q. I am reading now from what is called the ** Condensed 
statement of operations” for the calendar year 1949. A. 
Yes, sir. 

Mr. Cross: If your Honor please, if I may suggest, that 
exhibit was introduced through Mr. Vest, the accountant, 
and I propose to recall him. I think he is more familiar 
with the source of that information. 

The Board: I don’t think so. 

By The Board: 

Q. The first heading is “Federal Work Agency Con¬ 
tract” The sub-heading “Snack Bars.” Are they being 
operated under contract of 1927! A. Yes, sir. 

132 Q. The next heading—you are familiar with the 
details? A. Yes. 

Q. The next heading is “Miscellaneous,” and that in¬ 
cludes principally cafeterias, plus a bootblack stand and 
two eating rooms. Do they come under the contract? A. 
They are not under the contract. 

Q. The next heading is “National Park Service Con¬ 
tract.” A. That is not under the contract. 

Q. The next heading is “Independent Contract for Op¬ 
eration.” A. That is not under the contract. 

Q. The next heading is “Tennessee Valley Authority.” 
A. Not under the contract. 
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Q. On page 6 of Exhibit 7 there is an item called 4 ‘Con¬ 
densed statement of operation, calendar year 1948,” and 
these are the items on that: general warehouse, mainte¬ 
nance shop, GSI commissary, general service department, 
central kitchen and food standards test kitchen. What is 
that? A. That is where the foods are tested. 

Q. I mean the whole business? A. Those are service de¬ 
partments or components of the corporation which are 
charged against the operating division in the previous state¬ 
ment. In other words those charges are absorbed. 

133 Q. That is a portion of the overhead? A. That is 
correct. 

Q. On the next page, page 7, is this heading: “Income 
from sale of goods and general merchandise.” Can you tell 
me what that is? A. That is the amount of money that is 
received from the sales we have through the food serving 
units. 

Q. I have got some questions about that but I imagine 
they will come from someone else rather than you. Let me 
ask you this. On page 8, among other things, appears 
“Sale of electricity.” How do you sell electricity? A. 
Some of the units, particularly in Fort Washington—we 
have an over-all electric contract with the electric company, 
and any portion of it is charged against the cottages which 
are rented to individuals. 

Q. What do you call that, a “sub-region”? A. I assume 
so. 

Q. “Sale of water.” A.Sale of water in the same way. 

Q. Fuel oil? A. Likewise. 

Q. I don’t get that—well, don’t bother with it. I think 
the rest of the items are self-explanatory. 

On page 9 is the heading “Income from concession,” and 
under that “bicycle rentals, riding schools, drug 

134 store,” and so on. Are you familiar with all these 
activities? A. Yes, sir. 

Q. Do they come under the 1927 contract? A. No, I think 
that none of those—some of them would be. Some of the 
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concessions are in Federal Buildings under the PBA con¬ 
tract, not all of them. Some of them refer to Fontana. The 
Fontana operation was for the Tennessee Valley Authority. 

Q. Can you tell us by inspection of page 9 of that exhibit 
which come under the contract? I will assume that you do 
not enumerate what do not come under it. A. Popcorn 
vending machines, penny weighing machines, cigarette 
vending machines, drink vending machines, candy vending 
machines, ice cream vending machines, peanut vending ma¬ 
chines, stamp vending machines, cookie vending machines, 
coffee vending machines, nylon hose machines. I think 
those are the only ones. 

Q. That is, that do come under the contract? 

Let me ask you this: these various activities are for the 
general public, and particularly the tourists, I imagine? 
A. Only in the tourist camp. 

Q. I mean guide books for Washington. A. That would 
be tourist. 

Q. In other words, then, are there any operated 
135 for the benefit of the underprivileged? A. No. 

Q. When this Corporation started, do you know 
whether it had any—or what was the capital when it 
started? A. It had none whatsoever. 

Q. How did it get started? A. Originally by the out-of- 
pocket money of a small group of officials of Federal Build¬ 
ings, who started, I think, the first snack bar and repaid 
themselves from the income. 

Q. That was in the nature of a loan? A. Yes, sir. That, 
of course, was before the incorporation of the Corporation. 

Q. What happened when the Corporation was formed? 
A. That amount, that gross original investment or original 
loan, had grown to a point where there were a few thou¬ 
sand dollars worth of equipment and capital which was 
taken over by the Corporation when—by the Association 
when it was incorporated. 

Q. Now, referring to Exhibit 8, the net worth of the Cor¬ 
poration is shown there as of December 31, 1948, to be 
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$1,450,221.84. Is that all earned surplus? A. That is all 
earned surplus. 

Q. In other words, all net worth, because you have no 
capital to start with. A. That is correct. 

136 Q. I will ask you a question now, and if you can’t 
answer it, just say so. In order to get these various 

contracts and concessions, were any of these obtained as a 
result of competitive bidding, if so, which? A. No, they 
were obtained at the request of the particular department 
of the Public Buildings Administration. 

Q. They were negotiated? A. They were negotiated at 
the request of those organizations—practically an instruc¬ 
tion. 

Q. Who owns the equipment? A. The Federal Govern¬ 
ment owns, to a very large extent, the fixed equipment. 
There are some exceptions. And the Corporation owns the 
movable equipment. In other words, anything that is af¬ 
fixed to the building or is part of the building is installed 
by the Federal Government and owned by it. 

Q. What sort of equipment? A. Inset ice boxes, refrig¬ 
erators, all plumbing equipment, the big stoves, the heavy 
equipment. I believe it would include the washing ma¬ 
chines, dishwashing machines. 

Q. But not tables and chairs? A. Not tables and chairs. 
They belong to the corporation. 

Q. Silver and linen? A. Linen and silver belong to the 
Corporation. 

Q. And how about the boats and the bicycles? A. 

137 The bicycles all belong to the Youth Hospital. 

Q. Wliat is that? A. The American Youth Hos¬ 
pital is an organization, a member of the Community Chest, 
which is the subcontractor from Government Services, In¬ 
corporated, for the bicycle operation, which is under the 
Interior contract. 

Mr. Updegraff: I move that any reference to the Com¬ 
munity Chest be deleted as hearsay. 
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The Board: He probably has contributed to the Chest, 
and therefore is a member of it, the same as you and I. 

Mr. Updegraff: That doesn’t mean that I know or that 
he knows what organizations might be members of it. 

The Board: Both you and I ought to know. 

By The Board: 

Q. Now, the contract of 1927 provides that net profits 
shall be held to consist of that portion of the receipts as 
gross profit hereunder which remains after deducting all 
expenses of operation and maintenance, including over¬ 
head and the cost of establishing new activities and enlarge¬ 
ment of existing ones. What is included—I am not sure 
this is a proper question to ask you—under the heading 
“establishing”—no, under the term “cost of establishing 
new activities and the enlargement of existing ones”? A. 
For example, if a cafeteria is refurbished by the Govern¬ 
ment, enlarged quarters and requires more tables, 
138 chairs, linen and so on, that is enlargement. If the 
Government establishes a new cafeteria or snack bar 
and puts in fixed equipment, it is a new investment for the 
Corporation in the smaller equipment, tables, chairs, linen, 
paper, material and so forth. Those are the enlargements 
of the establishment. 

Q. When you start a new enterprise that is not covered 
by the 1927 contract, what are the financial arrangements 
between you and the Government as to what rent you pay 
and what division of the profits? A. The division of profits 
is anything that comes up in any new enterprise that comes 
under the authorization of the Public Buildings Adminis¬ 
tration. 

Q. What I am trying to find out is do you pay the Gov¬ 
ernment a fixed amount or do you pay them a percentage 
of the gross or a percentage of the net? A. We pay them 
one-half of the net, under the Grant agreement. 

Q. I am talking about those industries that do not come 
under the 1927 agreement. A. Those that are separate con- 
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tracts, the Interior contract, the TVA contract and those 
' that are classed as independent contracts are all independ¬ 
ent and separate in the fact that they have different meth¬ 
ods of payment. I could give you details of them, but they 
vary from one another. 

139 Q. What do you do at Fontana? A. We operate 
the village which was built by TVA for its workmen, 

which now houses about 45 families of workmen, for the 
reason that the Tennessee Valley Authority had to keep the 
village open, and the additional cottages are used for tour¬ 
ist accommodations in the summertime. The entire village 
is operated by Government Services. 

Q. Can you tell me this, referring now to Exhibit 3, which 
is the 15th report to the Insurance members for the year 
ending July 15, 1948—do you know where this shows up in 
these accounting figures? A. It doesn’t show up at all. 
That is entirely separate. The only inclusion in there 
would be income of 10 per cent of the total dues collected, 
counted as miscellaneous income. 

Q. According to this the total number of certificates in 
force as of July 15, 1948, was 2927, and on that you got 
10 cents per contract, per certificate, per month? A. Cor¬ 
rect. 

Q. Have you got any statement that shows what the cost 
of that service was? A. To the Corporation? 

Q. Yes. A. It was estimated at 10 per cent, and that is 
the reason that figure was set. It is not an individual aid, 
cost accounted item, but a very careful estimate was 

140 made of the cost to the Corporation that was deter¬ 
mined upon. 

Q. What personnel handles it? A. I have at some time, 
my secretary a considerable portion of her time, a clerk in 
my office most of her time, and a clerk in the payroll office 
a very small portion of her time. 

Q. Can you tell me what percentage of your net, or what 
percentage of your gross, goes in the form of contributions 
to the various welfare agencies? A. I have never figured 
that percentage. 
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Q. Is it a lump sum? A. No, it goes in separate donations 
to the Red Cross, Community Chest, Boys’ Club and so on. 

Q. I don’t mean that. I mean welfare, Welfare Society. 
A. It is 5 per cent of the gross profit, the amount that is 
donated, whatever the gross profit may be for any particu¬ 
lar period. 

Q. What is a snack bar? A. A place where you can buy 
sandwiches, tobacco, frequently soft drinks, sometimes ice 
cream. There are a variety—a refreshment bar or refresh¬ 
ment stand which does not serve hot food—chocolate, hot 
coffee. 

Q. Are those snack bars served by the same facilities of 
personnel as the cafeterias proper? A. An entirely 
141 separate unit of the corporation, separate division. 


169 By Mr. Updegraff: 

Q. Mr. Vest, you testified about a payment to independ¬ 
ent contractors, and also about donations to welfare socie¬ 
ties. What is the difference, if any, between those two 
types of payment? A. The payments on our inde- 

170 pendent contracts, where the Corporation has entered 
into a contract with a government agency or govern¬ 
ment department for the operation of a concession in that 
building, and the terms of the contract would call for a 
portion of the profits to be paid to that department or 
agency. For the basis of a contract, of course, there is 
consideration on both sides. 

As far as the donations to welfare societies show, the 
payments are voluntary on the part of the Corporation. All 
that was necessary for the welfare society to receive a sum 
of money was to request of the Corporation that a portion 
of our net profit or Corporation earnings be donated to the 
welfare society. 

Q. In Petitioner’s Exhibit 16 you show sometimes a 
profit and sometimes a loss. You do not donate a loss to 
the welfare organization. A. No, the welfare society re- 
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ceives the benefits of it if, over a period of a year, the 
unit within that building makes a loss, that loss is written 
off. In other words, that loss at the end of the year is not 
pitted against future years profits before making future 
donations to that welfare society. 

Q. Well, the so-called donations are, in reality, a pay¬ 
ment of profit, if any, on a percentage basis, are they not? 
A. That is true. 

Q. Didn’t Government Services, during the past years 
involved, operate some sort of a pleasure boat up 

171 and down the Potomac River? A. It did. 

Q. What was the name of that boat? A. The name 
was “The Potomac Clipper.” 

Q. What was the boat used for? A. It was used for sight¬ 
seeing. 

Q. Operated free of cost? A. No, there was a charge. 

Q. What was the charge? A. Frankly, I don’t know. 

Q. Did you ever ride on the boat? A. Just at the time 
the boat went into operation. I never rode on it after it was 
placed in operation, open to the public. 

Q. What was the unit number on Petitioner’s Exhibit 16, 
covering the operation of that boat? A. 128. 

Q. Were those trips by the Potomac Clipper operated 
for the general public? A. Yes, I think the general public 
was permitted to ride on those boats. 

The Board: Why are you so doubtful about it? A. For 
whom were they primarily? 

The Witness: I would say it would be primarily for gov¬ 
ernment employees, but I guess any member of the public 
who presented himself—I am sure he could take a ride on 
the boat. 

172 By Mr. Updegraff: 

Q. Did Government Services during 1948 ever advertise 
when the Potomac Clipper made trips? A. It may have. 

Q. You would know, wouldn’t you? A. No, I would not. 

Q. Government Services also operated during that year 
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a canal boat on the old C&O Canal, did it not? A. That’s 
right. 

Q. Did it charge for trips on that? A. It charged for 
trips, yes. 

Q. Can you refer to Petitioner’s Exhibit 16 and give me 
the unit number of that? A. 116. 

Q. Was that C&O Canal barge available for the general 
public? A. Yes. 

Q. Do you know what charges were made for those trips? 

The Board: Mr. Updegraff, the questions that you are 
now asking about the unit number, I think you will find 
them all in Exhibit 7, page 3, and I would rather not take 
up too much time answering questions that are already of 
record. It might also save some time to ask him general 
questions that are susceptible of question or answer, 
namely, can’t you lump the barge and the canal with the 
clipper, the tea house, the Lee Mansion—those things? 

Mr. Updegraff: Well, I didn’t want to do it that 
173 way, your Honor. 

The Board: Try to do it if you can. We will be 
at this for a month if you keep on with all these govern¬ 
ment activities. 

Mr. Updegraff: I have no further questions. 

Redirect Examination 
By Mr. Cross: 

Q. Mr. Vest, do you know at whose request Government 
Services started operating the Potomac Clipper that was 
operated during 1948? A. That would have come from the 
National Park Service. 

Mr. Updegraff: I submit the answer is not responsive 
to the question. 

The Board: Why not? 

Mr. Updegraff: The question was whether he knew who 
made the request. He says it would have come from the 
National Park Service. I submit that is not responsive. 

The Board: I think you are right. Do you know? 
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The Witness: Yes, that request came from the National 
Park Service. 

By Mr. Cross: 

Q. Do you know why or who requested the operation of 
the canal boat by Government Services? A. The National 
Park Service. 


175 Thereupon R. R. Ayers was called as a witness for 
and on behalf of the Petitioner, and having been 

first duly sworn, was examined and testified as follows: 

Direct Examination 
By Mr. Cross: 

Q. Mr. Ayers, will you state your name and position with 
the Government? A. My name is R. R. Ayers, General Man¬ 
ager of Government Services. 

Q. How long have you been employed by Government 
Services, Incorporated? A. Since 1930. 

Q. Will you describe generally and briefly your duties as 
General Manager? A. I have general supervision of all ac¬ 
tivities of the Corporation. 

Q. What other positions on the General Manager’s staff 
have you held? A. I was first appointed as Assistant to the 
General Manager in 1942. That position was called Deputy 
General Manager. Later the title was changed to Asso¬ 
ciate General Manager. 

176 Q. What were your duties in that position or those 
positions? A. In the position I supervised various 

activities, the Accounting Office, Park activities, and then 
assisted the General Manager in the general administration. 

Q. Will you explain generally the operation of the Cor¬ 
poration by the various divisions? A. It is broken up into 
four divisions. There is a cafeteria division that comprises 
the cafeteria operations; the snack bar division, which is 
the operation of snack bars and soda fountain; the Park 
activities with various recreational activities, located in the 
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National Capital Parks, such as swimming pools and tennis 
courts. Then the Fontana Division, which is the resort at 
Fontana, North Carolina. 

Q. How were these operations or units obtained by Gov¬ 
ernment Services, Incorporated? A. They were obtained 
by request from the Federal Government. In other words, 
they request us to provide various types of service. 

Q. With respect to operating units, whether or not you 
would operate them whenever you received a request, what 
was the practice? A. The Corporation has always supplied 
service whenever requested by the Federal government, 
whenever they might have a problem. There have been 
instances in the past where we have refused opera- 
177 tion because it was felt that it was in competition 
with private enterprise. However, by and large, the 
requests of the Government would prevail, providing they 
felt that they needed the service. 

Q. Has the Corporation ever refused to operate a unit 
because it had consistently found or believed it would op¬ 
erate at a loss? A. No. 

Mr. Updegraff: I object, if your Honor please, as irrele¬ 
vant and immaterial. 

The Board: Objection overruled. 

By Mr. Cross: 

Q. Prior to 1949 what was the basis for making donations 
to welfare societies, followed by the Corporation? 

Mr. Updegraff: If I understood the question, it is di¬ 
rected prior to 1939. 

Mr. Cross: 1949, during the past years in question. 

The Board: Why don’t you say in 1948? 

Mr. Cross: All right, in 1948. 

A. Why, the Corporation donated 10 per cent of its share 
of the profits—donations to the welfare societies. 

The Board: Net? 

The Witness: Net. 
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By Mr. Cross: 

Q. During 1948 what was your practice with respect to 
donations to welfare societies in a loss unit, a unit 

178 that lost money? A. The practice was to set aside 
10 per cent of the net profit. If it operated at a loss, 

these losses were accumulated only for the current year, 
and it is the practice of the Corporation to write off any 
loss at the end of each year. As a practical matter, the 
payments were set up on a quarterly basis, so that if there 
was a profit during the quarter, even though in consequent 
periods there might be a loss, that was not deducted from 
prior payments, only from future payments during that 
year, the current year. 

Q. Will you explain what facilities of the Corporation 
operated for check service for government employees? A. 
At the request of the Navy Department there was provided 
a check cashing facility in the main Navy Department, 
which operated during the years 1944 and 1945. They 
cashed both government and personal checks. 

The request came to us, as it was pointed out by the Navy 
officials there, that they were experiencing difficulty during 
the war with having their employees attempting to go to 
the banks to cash their checks. It was agreed that the serv¬ 
ice would be provided until the end of the war. It was con¬ 
tinued through the year 1945 and then stopped. 

Q. During the year 1948 what practice did you follow 
with respect to determining the amount that was charged 
for food served in the cafeterias. A. The price arrange¬ 
ment was the price of the items at a point where it 

179 would sustain the Corporation. The profit per tray 
was about 2 mills during 1948. And also, the profit 

for the entire Corporation has averaged about 1*4 per cent 
during its entire operation. 

Q. Will you outline the Corporation’s activities in con¬ 
nection with veterans’ housing? A. At the request of the 
District Commissioners we undertake to provide veterans 
housing at the old war barracks—to supply veterans hous- 
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ing for students. That was operated for a period of four 
years by the Corporation. The loss sustained in the opera¬ 
tion was about $5,200. 

Q. Through the year 1948, or during the year 1948, what 
was the practice of the corporation with respect to granting 
loans? A. During 1948 the Corporation granted loans to 
employees. 

The Board: What employees? 

The Witness: The Corporation’s employees. And also 
—well, I guess that is the answer to the question. 

By Mr. Cross: 

Q. Prior to that time had there been other activities of 
a similar nature? A. Yes. 

Q. What were they? A. Prior to that time there were 
loans made to the Welfare unit of the Corporation, 

180 to government employees, and during the war years 
there was established a revolving fund by a number 

of government agencies, which was used for the purpose of 
loaning money to new employees coming into the city. The 
Corporation established these funds and agreed to absorb 
any losses that might have been sustained through the op¬ 
eration of the fund. 

The Board: They agreed with whom ? 

The Witness: They agreed with the various agencies of 
the Government to establish it. 

By Mr. Cross: 

Q. Is that all of the activities which the Corporation has 
been engaged in, with respect to loans to government em¬ 
ployees? A. To the best of my knowledge it is. 

Mr. Cross: That is all I have. 

Cross Examination 

By Mr. Updegraff: 

• •*•#••••• 

181 Q. You testified, as I understood, Mr. Ayers, that 
these various activities over which you have general 
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supervision were requested by the Federal government. 
Were those requests received from heads of departments in 
writing or how! A. Yes, the majority of them were from— 
not department heads—we have contracts with the various 
governmental departments, and they would be received 
from someone charged with the administration of the con¬ 
tract. 

Q. In other words, it could be any government official 
with authority? It would not necessarily be the head of 
the department? A. It would be the one that was charged 
with administration of the contract with that Federal de¬ 
partment. In other words, in the Federal Works Agency 
the request would come through Mr. Peters’ office, who is 
charged with the responsibility. 

Q. Do you know what government agency, if any, re¬ 
quested Government Services to operate the Tea House on 
Hains Point in the District of Columbia? A. Yes, that 
would be in the Interior Department. 

182 Q. You say “that would be.” Was it? A. Yes, 
it was. 

Q. Who in the Interior Department, specifically? A. 
That operation of the Tea House was of long standing. 
I don’t know where the original request came from. It 
was closed during the war and there was a request, I believe, 
to Mr. Root for establishment of the service after the war. 

Q. That is open to the general public, isn’t it? A. That is 
right. 

Q. Government Services practically has a monopoly with 
respect to the operation of the various activities in the pub¬ 
lic parks, do they not? 

Mr. Cross: I object, your Honor. That certainly calls 
for a conclusion in respect to what is and what is not mo¬ 
nopoly. 

The Board: If they have all of it, it is a monopoly. 

By Mr. Updegraff: 

Q. Can you answer the question? A. We do not have all 
of it. 
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Q. Do you know those activities which you do not have? 
A. I know of some. 

Q. Are they many or few? A. Well, they are rather siz¬ 
able in nature. 

The Board: Don’t say many or few. How many are 
there? 

The Witness: I don’t know how many, other than what 
we have. 

The Board: Can you say approximately? 

183 The Witness: I know of one, Golf Courses. 

The Board: Are there three or five or ten or 

fifty? 

The Witness: They are three golf courses. 

By Mr. Updegraff: 

Q. Who operates those, if you know? A. I think Mr. 
Loeffler operates them. 

By the Board: 

Q. Are those golf courses the only operation in the parks 
in and around Washington which your outfit does not op¬ 
erate ? A. I wouldn’t know, frankly. 

Q. But you don’t know of any others? A. I can’t think 
of any others at the moment. 

Q. How many do you have, approximately? A. In opera¬ 
tion we have perhaps 25—I am not sure of the number. In 
the operation of these facilities in the parks we operate a 
number of varying facilities, for instance, the operation of 
Pierce Mill is really taking over for the Federal govern¬ 
ment of the caretaker’s job and maintaining a miller there. 
But it is purely an exhibit, showing the operation of the 
mill, and it is a caretaker’s job. 

There are a number of units that are operated in the 
parks for the convenience of the people rather than from a 
profit-making activity. 

184 Q. Such as what? A. Well, tennis courts is one, 
and swimming pools another. At the swimming 
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pools the service is free in the morning, providing a num¬ 
ber of free swims for children. We have operated canteens 
during the war for the soldiers across Memorial Bridge, 
purely a service function. There are a number of similar 
things. 

By Mr. Updegraff: 


Q. What about the boats operated in Tidal Basin? Do 
you have anything to do with that? A. Yes. 

Q. How is that handled? A. That is operated as a con¬ 
cession by a concessionaire. That operation has been in 
existence for a number of years. 

185 Q. What supervision, if any, does Government 
Services have over the concessionaire of the Tidal 

Basin? A. We are charged with the complete supervision 
of the activities, under the agreement with the Interior De¬ 
partment. 

Q. I didn’t ask you about any agreement. I asked you 
what supervision do you have over the concessionaire at the 
Tidal Basin? A. We have supervision of that. 

Q. Do you go down and see whether the man is conduct¬ 
ing the operation, or what do you do? A. That’s right. 

Q. What else do you do? A. See that it is conducted 
properly, that the regulations of the Park Service are car¬ 
ried out, and maintain general supervision of it. 

Q. Do you require concessionaires to collect a deposit 
from the persons using those boats, as well as the fee ? A. 
That is right. 

Q. You do? A. Yes, in some instances. I don’t believe 
that is true of all the boats, but I think those that can be 
readily taken from the Tidal Basin, a deposit is required. 
Q. How do you operate the bicycle activities? A. That 
is through the concessionaire at Youth’s Hospital, 

186 as the concessionaire of the operation of all bicycle 
concessions. 

Q. Does Government Services get a percentage of the 
profit from those concessionaires? A. Yes. 
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The Board: A percentage of the profit? 

The Witness: A percentage of the gross. 

By Mr. Updegraff: 

Q. A percentage of the gross? What percentage? A. In 
the bicycle concession I believe it is 10 per cent. 

Q. What about the Tidal Basin? A. 20 per cent. 

Q. Who operates the Tidal Basin as your concession¬ 
aire? A. A man by the name of Capper. 

Q. An individual? A. An individual. 

Q. Do you know whether he claims to be a subject of 
charity? A. No. 

Q. You don’t know? A. No. I presume not. 

Q. You testified that GBI refused to operate some ac¬ 
tivities because they would compete with commercial or¬ 
ganizations generally. Is that right? A. In connection 
with the operation of the feeding operation in the 
187 Moses Building, which is located at 11th and F, it 
was pointed out by the Corporation that there were 
sufficient private places in the neighborhood, and the Gov¬ 
ernment agreed with the conclusion reached, and did not 
request it. 

Q. Would you say that the Tea House on Haines Point 
was or was not in competition with commercially operated 
restaurants in the District of Columbia? A. I believe that 
is a question of location. From the location I don’t believe 
it is in competition. 

Q. Do you consider, as General Manager, that the opera¬ 
tion of that Tea House is a business or not? A. A business, 
yes. 

Q. Are there any privately operated bicycle stands in 
the District of Columbia where you can go and rent a 
bicycle? A. I am not familiar with other activities on that. 

Q. As a matter of fact, nobody can rent any bicycle for 
use in the public parks except through your concessionaire, 
can they? A. There was at one time—I guess that was out 
of the parks. Perhaps you are right. 
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Q. At one time Government Services operated the golf 
courses in the public parks, did they not? A. They oper¬ 
ated one. 

Q. What happened when you stopped operating 
188 that one? Who got it, do you know? A. Mr. Loef- 
fler. 

Q. How did that come about? A. The Park Service 
wished to combine the operation of all golf courses. At 
that time they were operating only one of them. 

Mr. Updegraff: That’s all 

Redirect Examination 
By Mr. Cross: 

Q. Do you know what the financial results of your opera¬ 
tion were of the one golf course that you operated? A. I 
think the accumulated losses were around $84,000. 


189 By The Board: 


190 Q. Now, the item called “Donations to miscellane¬ 
ous organizations” is preceded by a minus sign. 

What does that mean? A. It is a negative donation. 

Q. You mean they made donations to the GSI? A. No. 
Actually, when there has been a negative donation, that is 
an accounting statement, and at the end of the accounting 
period, if the operation should turn out to be a loss for the 
year, then the action taken by the Board to write off that 
loss. 

The Board: It looks to me that you are charging that 
in the next year against next year’s profits. 

The Witness: Not on our donations. We don’t charge 
next year’s profits. 

By The Board: 

Q. If you had no profit, and therefore the particu- 

191 lar organization got nothing, wouldn’t that item be 
called zero? A. Well, the thing is that we would not 
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get the authority for the write-off until after the prepara¬ 
tion of that statement. 

Q. And who would give the authority for that? A. The 
Board of Trustees. Last year, in 1948, we had authority 
to write off the losses in about March of 1949. 


m 

EXHIBITS 

201 Petitioner’s Exhibit No. 1 

Memorandum of Agreement entered into this 30th day 
of June 1927 between the Director of Public Buildings and 
Public Parks of the National Capital, acting for the United 
States of America, hereinafter designated as the “Direc¬ 
tor”, party of the first part, and the Welfare and Recrea¬ 
tional Association of Public Buildings and Grounds, a cor¬ 
poration existing under the laws of the District of Colum¬ 
bia, of Washington, D. C., hereinafter designated as the 
“Concessionaire”, party of the second part. 

Whereas, the Director is desirous of providing Cafeteria, 
Lunch Stand, Newsstand and Bootblack Stand facilities in 
and about the Public Buildings and Grounds for the con¬ 
venience and comfort of Government employees; also Tour¬ 
ist Camps, Tea Houses, Tennis Courts and other Recrea¬ 
tional Activities, on the Public Grounds for the said Gov¬ 
ernment employees and for such of the General Public as 
may in the discretion of the said Director be entitled to use 
them, and 

Whereas, the Concessionaire is desirous of aiding and 
assisting the Director in obtaining and operating the said 
facilities 

Now, Therefore, this Memorandum of Agreement Wit¬ 
nessed that in consideration of the Director furnishing 
space for the facilities for carrying on the various activi¬ 
ties hereinbefore specified and of the Concessionaire oper¬ 
ating them for the comfort and convenience of those to be 
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benefitted thereby, the parties hereto agree to and with each 
other as follows: 

1. This agreement relates to the operation of the follow¬ 
ing existing activities but will be applicable to any and all 
additions thereto and extensions thereof which may here¬ 
after be mutually agreed upon: 

202 a.—The Mail Cafeteria, Henry Park 

b.—The “D” Building Lunch Room, West Seaton 

Park 

c. —The Pension Building Cafeteria 

d. —The Patent Office Cafeteria 

e. —The State, War & Navy Dept. Building Lunch 
Counter 

f. —Two Newsstands in the Navy Building, 18th & B Sts. 

g. —Two Newsstands in the Munitions Building, 20th & B 
Sts. 

h. —One Newsstand in “C” Building, Henry Park 

i. —Three Bootblack stands, one each in the Navy Build¬ 
ing, Munitions Building and State, War & Navy Dept. Build¬ 
ing. 

k. —Tea Room at Hains Point, East Potomac Park 

l. —Tea Room in the old Pierce Mill, Rock Creek Park 

m. —Ten clay and 5 concrete Tennis Courts, Monument 
Grounds 

n. —Ten clay Tennis Courts in West Potomac Park 

o. —Ten clay Tennis Courts in Henry Park 

p. —Ten clay and 2 concrete Tennis Courts at 16th and 
Kennedy Streets in Rock Creek Park 

q. —Six clay Tennis Courts at the old Pierce Mill in Rock 
Creek Park 

r. —Selling Guide Books at the Washington Monument 

s. —Tourist Camp in East Potomac Park 

t. —The Lincoln Museum at 516 10th Street, N. W. 

2. The Director will provide adequate space in the various 
Government buildings for the accommodation of the Cafe¬ 
terias, Lunch Rooms and Counters, Newsstands, Tea Rooms 
and Bootblack Stands enumerated in this agreement which 
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the Concessionaires will fit up with such equipment and fur¬ 
niture as may be needed to properly carry on the various 
businesses and furnish the services specified, such 

203 equipment and furniture to be subject to the approval 
of the Director. Provided however: that the Con¬ 
cessionaire shall have the free use of any equipment and 
furniture now at the various activities which it owned by 
the United States Government, all replacements of such of 
this public property as may become unserviceable from time 
to time by fair wear and tear to be made by the Concession¬ 
aire at his expense and to become and remain the property 
of the United States as represented by the Director. 

3. The Concessionaire shall employ all necessary help at 
his expense to maintain a high standard of cleanliness or¬ 
der and efficient service at all times at the various activities. 
Any employe not satisfactory to the Director shall be dis¬ 
charged at once upon written request from him. 

4. The Concessionaire shall have the exclusive right to 
operate the activities and facilities covered by this agree¬ 
ment but all fees and prices charged shall be subject to ap¬ 
proval in writing by the Director and, if considered desir¬ 
able by him, published at appropriate places over his sig¬ 
nature. 

5. The Concessionaire shall have the right to set up a re¬ 
serve fund in cash or negotiable securities in an amount not 
to exceed $25,000 and to maintain a working balance or cap¬ 
ital in bank not in excess of $10,000. Such portion of the 
Concessionaire’s net profit earned under this Agreement as 
may not be required to create or maintain the aforesaid 
reserve fund and working capital shall, from time to time, 
be divided equally between the United States and the Con¬ 
cessionaire. Net profits shall be held to consist of that por¬ 
tion of the Concessionaire’s gross receipts hereunder which 
remain after deducting all expenses of operation and main¬ 
tenance, including overhead and the cost of establish- 

204 ing new activities and the enlargement of existing 
ones. 
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6. It is hereby understood and agreed between the par¬ 
ties hereto that, in view of the profits which the United 
States is to receive under the terms of paragraph 5 hereof 
and the service that will be rendered the public no rental 
shall be paid by the Concessionaire for the use of the vari¬ 
ous spaces, equipment and furniture to be provided by the 
Director under the terms of this Agreement. 

7. This Agreement may be terminated by mutual arrange¬ 
ment between the parties hereto or by either party on notice 
given six (6) months in advance of the date of such termi¬ 
nation. It may be terminated at any time by any Act of 
Congress which will necessitate the cessation of the activi¬ 
ties enumerated herein. The operation of any of the activi¬ 
ties specified may be terminated at the end of a sixty days 
notice hereby authorized to be given by either of the par¬ 
ties hereto to the other. 

U. S. Grant, 3d, 

Director of Public Buildings 
and Public Parks of the 
National Capital. 

Witness: 

Nettie N. Benson 

Welfare and Recreational 
Association of Public Buildings 
and Grounds, Inc. 

By: Carey H. Brown, 

Vice President. 

Attest: 

Frank W. Hoover, 

Secretary. 
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Excerpt from Petitioner’s Exhibit No. 9. 

233 Recorded January 18, 1927 

At 10:13 A. M. 

No. 18729 

CERTIFICATE OF INCORPORATION 

OF 

Welfare and Recreational Association of Public 
Buildings and Grounds. 


We, the undersigned, of full age, citizens of the United 
States, and a majority citizens of the District of Columbia, 
do hereby associate ourselves for benevolent and charitable 
purposes and for mutual improvement, to establish a cor¬ 
poration under and by virtue of the provisions of Sub-chap¬ 
ter three, Chapter XVIII, of the Code of Law for the Dis¬ 
trict of Columbia, and under and by virtue of any acts of 
Congress amendatory thereof, for the purposes and under 
the corporate name hereinafter mentioned. To that end we 
hereby certify as follows: 

1. The name of such corporation shall be “Welfare and 
Recreational Association of Public Buildings and 
Grounds.” 

2. The term for which it is organized shall be perpetual. 

3. The particular business and objects of the association 
shall be as follows: 

(a) To operate cafeterias and news stands in Federal 
Buildings for Federal employees, to render first aid in case 
of sickness or accident, to assist government employees in 
cases of emergency or distress along recognized lines of 
welfare work, to conduct Tourists camps, bathing pools, and 
to provide lunch and refreshment stands and recreational 
facilities of all kinds for said employees and for the gen¬ 
eral public, with a view to helping the proper government 
officials to the fullest extent practicable to develop the pos¬ 
sibilities of the public buildings and property in the District 
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of Columbia, for the health, safety and general welfare of 
government employees and of such of the public as 
234 may be legally admitted thereto, by furnishing all 
service at minimum cost, with least exposure, and 
with special care for the health, comfort and convenience of 
all participating; 

(b) In the conduct of said business, the charges are to be 
made as low as practicable to safely maintain the credit re¬ 
quired for its operation, and any additional profits realized 
to be expended in additional plant, equipment or supplies 
for the above purposes, and the extension of such business 
and facilities; no part of the profits to inure, in any event, 
to private gain, except in so far as payments are made in 
the usual manner as wages and remuneration for services 
to employees of the association; 

(c) The Board of Trustees shall have authority to enter 
into contracts or less formal agreements, through such offi¬ 
cer of the association as they may designate, with the ap¬ 
propriate executive officials to determine the conditions un¬ 
der which the business or facilities to be provided may 
operate; 

(d) Whenever, in the opinion of the trustees, any of the 
agencies, businesses or recreational facilities of the asso¬ 
ciation can no longer be successfully operated for the bene¬ 
fit of the government employees, or the public, such agency, 
business or facility may be discontinued and its funds used 
in the manner prescribed in paragraph (b). 

4. The number of trustees who shall manage the affairs 
of the corporation for the first year of its existence shall be 
seven. 
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Excerpt from Petitioner’s Exhibit No. 10. 

238 Recorded March 18,1935 

At 10:49 A.M. 

No. 23095 

AMENDMENT TO THE CERTIFICATE OF 
INCORPORATION 

OF THE 

Welfare and Recreational Association of Public 
Buildings and Grounds 

At a duly called meeting of the Board of Trustees of the 
Welfare and Recreational Association of Public Buildings 
and Grounds held in Room 1615 Navy Building in the City 
•of Washington on the 7th day of March 1935 there were 
present all of the Trustees. 

Mr. C. L. Gable, Chief, Operators Division of the National 
Park Service, Department of the Interior, moved the fol¬ 
lowing resolutions, which were seconded by Colonel Samuel 
Goodacre, Vice-President of the Association, and duly 
adopted by a unanimous vote of the Trustees present: 

Resolved, that the Charter or Certificate of Incorporation 
of this Association, duly recorded in the Office of the Re¬ 
corder of Deeds of the District of Columbia on the 18th day 
of January 1927, in Liber 43, at folio 22, one of the Incor¬ 
poration Records of the District of Columbia, be and the 
same is hereby amended by striking out the words ‘‘public 
buildings and property in the District of Columbia”, in sub- 
paragraph (a) of Article 3, and inserting in lieu thereof the 
following words, viz: Federal Buildings and Federal 
Property in the United States, so that, as amended, said 
sub-paragraph (a) of Article 3, will read as follows: 

“To operate cafeterias and news stands in Federal Build¬ 
ings for Federal employees, to render first aid in case of 
sickness or accident, to assist Government employees in 
cases of emergency or distress along recognized lines of 
welfare work, to conduct tourist camps, bathing pools, and 
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to provide lunch and refreshment stands and recreational 
facilities of all kinds for said employees and for the general 
public, with the view to helping the proper Government offi¬ 
cials to the fullest extent practicable to develop possibilities 
of the Federal Buildings and Federal Property in the 
239 United States, for the health, safety and general wel¬ 
fare of Government employees and of such of the 
public as may be legally admitted thereto, by furnishing all 
service at minimum cost, with the least exposure, and with 
special care for the health, comfort and convenience of all 
participating 

Resolved further that R. F. Martin, President of this As¬ 
sociation, and Frank W. Hoover, its Secretary, be and they 
are hereby, as such officers, authorized and directed to sign 
the name of said Association to said amendment of its Cer¬ 
tificate of Incorporation, and sign their names as officers 
thereof. 

Resolved further that Frank W. Hoover be and he hereby 
is nominated and appointed the Agent and Attorney in Fact 
of the Welfare and Recreational Association of Public 
Buildings and Grounds to appear before a Notary Public 
and acknowledge the foregoing amendment to its Certificate 
of Incorporation as and for the act of said Association, and 
the said Frank W. Hoover is hereby directed to record the 
same with the Recorder of Deeds of the District of Colum¬ 
bia. 

###••••#•• 


% 
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Excerpt from Petitioner’s Exhibit No. 11. 

243 Recorded August 2, 1944 

At 2:57 P.M. 

No. 28388 

CERTIFICATE OF AMENDMENT 

OF THE 

CERTIFICATE OF INCORPORATION 

OF THE 

Welfare and Recreational Association of Public 
Buildings and Grounds, Inc. 

We, the undersigned officers of the Welfare and Recre¬ 
ational Association of Public Buildings and Grounds, Inc., 
a corporation organized and existing under and by virtue of 
the provisions of Subchapter three Chapter XVIII of the 
Code of Law for the District of Columbia (Chapter 6 of 
Title 29, D. C. Code 1940), do hereby certify as follows: 

That the Board of Trustees of the Welfare and Recre¬ 
ational Association of Public Buildings and Grounds, Inc. 
at a regular meeting held at the office of the Association, 
1135 Twenty-first Street, N. W., Washington, D. C. on the 
11th day of May, 1944, unanimously adopted a resolution 
to amend the Certificate of Incorporation by adding thereto 
an Article, numbered “5”, setting forth the procedure to be 
followed, and the disposition of assets, in the event of dis¬ 
solution, and it was directed that a Special Meeting of the 
Membership be called to act upon the resolution. 

That a Special Meeting of the Membership, duly called 
as provided by the by-laws, was held at the office of the 
Association, 1135 Twenty-first Street, N. W., Washington, 
D. C. on the 22nd day of June, 1944, and, a quorum being 
present, the following resolution was unanimously adopted: 

11 Resolved: That the Certificate of Incorporation of the 
Welfare and Recreational Association of Public Buildings 
and Grounds, Inc., be amended by adding thereto the fol¬ 
lowing Article: 
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5. The corporation may be dissolved by an affirmative 
vote of two-thirds of all active members. In the event of 
the dissolution of the corporation, whether it be voluntary 
or involuntary, the assets remaining after all of the 
244 obligations and indebtednesses have been fulfilled 
and paid or satisfied, shall be given and donated to 
the Federal Government for such disposition as shall be 
directed by the Congress in enabling legislation. In dissolv¬ 
ing the corporation all outstanding obligations, debts, and 
expenses shall, as far as possible, be paid out of existing 
cash and securities, and all other property and equipment 
shall be held in kind in order that the Congress may, if it so 
desires, accept the assets in such form and continue them 
in the same uses and for the same general aims and pur¬ 
poses as set forth in paragraph 3(a).” 

Excerpt from Petitioner’s Exhibit No. 12. 

246 Recorded May 7,1945 

At 11:40 A.M. 

No. 28888. 

CERTIFICATE OF AMENDMENT 

OP THE 

CERTIFICATE OF INCORPORATION 

OF THE • 

Welfare and Recreational Association of Public 
Buildings and Grounds, Inc. 

We, the undersigned officers of the Welfare and Recre¬ 
ational Association of Public Buildings and Grounds, Inc., 
a corporation organized and existing under and by virtue 
of the provisions of Sub-chapter three, Chapter XVIII of 
the Code of Law for the District of Columbia (Chapter 6 
of Title 29, D. C. Code 1940), do hereby certify as follows: 

That the active members of the Welfare and Recreational 
Association of Public Buildings and Grounds, Inc., at its 
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annual meeting held at the office of the Association, 1135 
Twenty-first Street, N. W., Washington, D. C., on the 28th 
day of February, 1945, a quorum being present, upon mo¬ 
tion duly made and seconded, unanimously amended para¬ 
graph 3(a) of the Articles of Incorporation by inserting a 
comma and the phrase “and to supply or make available 
services or facilities” between the words “facilities” and 
“of”, making the said paragraph read as follows: 

“3. The particular business and objects of the associa¬ 
tion shall be as follows: 

“(a) To operate cafeterias and newsstands in Federal 
Buildings for Federal employees, to render first aid in case 
of sickness or accident, to assist government employees in 
cases of emergency or distress along recognized lines of 
welfare work, to conduct tourist camps, bathing pools, and 
to provide lunch and refreshment stands and recreational 
facilities, and to supply or make available services or facili¬ 
ties of all kinds for said employees and for the general 
public, with a view to helping the proper government offi¬ 
cials to the fullest extent practicable to develop possibilities 
of the Federal buildings and Federal property in the United 
States for the health, safety and general welfare of 
247 government employees and of such of the public as 
may be legally admitted thereto, by furnishing all 
service at minimum cost with least exposure, and with spe¬ 
cial care for the health, comfort and convenience of all par¬ 
ticipating;” 

Also, upon motion duly made and seconded, it was unani¬ 
mously agreed by the membership, at the said annual meet¬ 
ing, to add a sub-paragraph to be designated as “(e)” to 
paragraph 3 of the Articles of Incorporation, reading as 
follows: 

“(e) To borrow money and to do any lawful act which 
is necessary or proper to accomplish the purposes of its 
incorporation.” 


f 
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249 Recorded June 12, 1945 

At 2:33 P.M. 

Excerpt from Petitioner’s Exhibit No. 13. 

No. 29005 

CERTIFICATE OF CHANGE OF NAME 

OF THE 

Welfare and Recreational Association of 
Public Buildings and Grounds, Inc. 

We, the undersigned officers of the Welfare and Recre¬ 
ational Association of Public Buildings and Grounds, Inc., 
a corporation organized and existing under find by virtue 
of the provisions of Sub-chapter three, Chapter XVIII of 
the Code of Laws for the District of Columbia (Chapter 6 
of Title 29, D. C. Code 1940), do hereby certify as follows: 

That the active members of the Welfare and Recreational 
Association of Public Buildings and Grounds, Inc., at its 
Annual Meeting held at the office of the Association, 1135 
Twenty-first Street, N. W., Washington, D. C., on the 28th 
day of February, 1945, a quorum being present, duly re¬ 
solved that the name of the corporation be changed, and 
that the selection of a new name for the Association be re¬ 
ferred to the Board of Trustees with authority to act 
thereon. 

That at a duly called special meeting of the Board of 
Trustees, held at the office of the Association, on the 21st 
day of May, 1945, a quorum being present, the Board of 
Trustees chose and selected “Government Services, Inc.” 
as the new name of the corporation, and pursuant to the 
authority granted by the membership at the Annual Meet¬ 
ing, the Board of Trustees duly resolved that the name of 
the corporation be changed from “Welfare and Recrea¬ 
tional Association of Public Buildings and Grounds, Inc.” 
to “Government Services, Inc.” 
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In Testimony Whereof, we have this 28th day of May, 
1945, hereunto set our hands. 

F. W. Hoover, 

Secretary 

A. E. Demaray, 

President 

District of Columbia, ss: 

I, Catherine Peebles, a notary public in and for the Dis¬ 
trict of Columbia, do hereby certify that A. E. Demaray and 
Frank W. Hoover, both officers of the Welfare and Recre¬ 
ational Association of Public Buildings and Grounds, Inc. 
and parties to a certain Certificate of Change of Name dated 
28th day of May, 1945, and hereunto annexed, personally 
appeared before me in the said District, the said A. E. De¬ 
maray and Frank W. Hoover, being personally well known 
to me as the persons who executed the said certificate of 
change of name and acknowledged the same to be their 
acts and deeds. 

Given under my hand and seal this 28th day of May, 1945. 

Catherine Peebles, 

(Seal) Notary Public, D. C. 

250 CONSENT OF TRUSTEES 

OF THE 

Welfare and Recreational Association of 
Public Buildings and Grounds, Inc. 

We, the undersigned, being more than two-thirds of the 
duly elected Trustees of the Welfare and Recreational As¬ 
sociation of Public Buildings and Grounds, Inc., do hereby 
certify that we have consented and do hereby consent, to the 
change of name referred to in the Certificate of Change of 
Name of the Welfare and Recreational Association of Pub¬ 
lic Buildings and Grounds, Inc. hereto annexed. 
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Petitioner’s Exhibit No. 15. 

GOVERNMENT SERVICES, INC. 

BY-LAWS 
In Force in 1948 
Article I 

MEMBERSHIP 

Section 1. The membership of this Corporation shall con¬ 
sist of four classes, namely, (a) active members, (b) asso¬ 
ciate members, (c) honorary members, and (d) insurance 
members. 

Section 2. Active Membership: Active membership shall 
be restricted to (a) signers of the petition for incorporation, 
(b) officials or officers in the service of the United States of 
America, directly or through corporations controlled by the 
United States of America, or of the District of Columbia, 
whose grade is equal to or higher than chief clerk, or chief 
of a section, division or bureau, upon election to member¬ 
ship for a period of six years by a unanimous vote of all the 
trustees of the Corporation or two-thirds of the members 
at the annual meeting of the Corporation. 

The present active members who, at the annual meeting 
to be held in 1946, will have served as such for more than 
six years shall be divided into six annual classes, as nearly 
as possible according to the length of their membership. 
The membership of those in the class of longest service 
shall expire at the following annual meeting, and each fol¬ 
lowing class, in chronological order, shall cease to be mem¬ 
bers at the subsequent annual meetings unless re-elected for 
a new term of six years. The foregoing shall not apply to 
the original members at the time of incorporation, whose 
membership shall continue during the period of their nat¬ 
ural lives. The membership status of an active member 
who may be retired from the service of the United 

252 States or of the District of Columbia, while he is 
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serving as a Trustee, shall not be nullified, jeopardized or 
changed by reason of his retirement during the period of 
the trusteeship in which he is serving at the time of his 
retirement 

Active members who may be retired from Government 
service shall be eligible for associate membership. 

Section 3. Associate Membership: Any employe, offi¬ 
cial or officer in the service of the United States directly 
or through corporations controlled by the United States, 
of the District of Columbia, or of the Corporation, and in 
good standing, may be elected by a majority vote of the 
trustees to associate membership. Associate members shall 
have all the rights and privileges of members, except that 
of voting at meetings of the Corporation, and on the election 
of officers or honorary members, and on changes or amend¬ 
ments to these By-Laws when voted on by written ballot 
circulated by mail or otherwise. 

Section 4. Active and associate members whose eligi¬ 
bility for membership ceases because of retirement from 
the public service or the Corporation, may be reelected for 
a term of six years, and for successive terms of six years, 
in the same manner as prescribed in Section 2 and Section 
3, respectively. 

Section 5. Honorary Membership: Honorary members 
shall be selected by an affirmative vote of two-thirds of the 
active members present at any general meeting of the Cor¬ 
poration, provided notice of the fact that such candidate 
for honorary membership is to be voted upon shall have 
been sent to all active members by mail or otherwise at least 
ten days before the date on which the election is to be held. 
Honorary members should usually be chosen only from 
among persons well known for their accomplishments in 
public charities or welfare work or recreational activities, 
or whose high rank and interest in such activities suggest 
their qualifications for such a special compliment. Honor¬ 
ary members shall not be eligible for office. 

253 Section 6. Insurance Membership: Any employee, 
official or officer in the service of the United States 
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directly or through corporations controlled by the United 
States, or of the District of Columbia, who may be eligible 
for group insurance under a master policy taken out by the 
Corporation, may be elected by a majority vote of the trus¬ 
tees to insurance membership. Insurance members shall be 
required to pay an intiation fee of 50 cents, but no annual 
dues other than their insurance premiums, and shall have 
no rights or privileges except those conferred upon them 
by their insurance contract. Insurance membership of 
such members who retire or resign from the public service 
may be continued as long as they pay their insurance pre¬ 
miums and otherwise remain eligible for such insurance. 

Section 7. The election of members of all classes shall 
be by secret ballot; provided, however, that the Board of 
Trustees may, in its discretion, dispense with secret ballot¬ 
ing in the election of insurance members. 

Section 8. The term of an active or associate member 
may be terminated for good cause, by a two-thirds vote of 
the Board of Trustees; provided that such member shall 
have been given ten days’ written notice of the charges 
against him, and shall have been given an opportunity to 
produce witnesses, if any, and to be heard, at the meeting 
at which such vote is to be taken. 

254 Article II 

Corporation Meetings 

Section 1. Annual Meeting: The annual meeting of the 
Corporation shall be held at the principal office of the Cor¬ 
poration in the City of Washington, D. C., on the third 
Thursday in April unless otherwise designated by the 
Board of Trustees, for the purpose of election of Trustees, 
presentation of the annual reports of the officers and for 
the transaction of such other business as may be brought 
before the meeting. 

It shall be the duty of the Secretary to notify all active, 
associate and honorary members by mail as to the date and 
hour of each annual meeting not less than ten days before 
the date set for the meeting. 
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Section 2. Special Meetings: Special meetings shall be 
called by the President to be held at the principal office of 
the Corporation in the City of Washington, D. C., upon the 
written request or by vote of a majority of the Board of 
Trustees, or upon written request of not less than ten (10) 
active members of the Corporation. 

Written notice of each special meeting, indicating briefly 
the object or objects thereof and the date and hour of same 
shall be mailed by the Secretary to all active members at 
least ten days prior to the meeting. No business other than 
that announced in the notices shall be considered at these 
special meetings. 

Section 3. Quorum: At any meeting of the Corporation, 
a majority of the active membership, but not less than fif¬ 
teen active members, shall constitute a quorum for the 
transaction of business. 

Section 4. Voting: Each member entitled to vote shall 
have one vote and voting shall be in person and not by 
proxy. 

255 Article 111 

Board of Trustees 

Section 1. The affairs of this Corporation shall be man¬ 
aged and governed by a Board comprised of nine Trustees 
who shall be elected by secret ballot from the active mem¬ 
bership of the Corporation at the regular annual meeting 
and who shall hold office until their successors are elected 
and qualified as aforesaid. 

Section 2. The trustees shall elect the officers of the Cor¬ 
poration and appoint all its agents. 

Section 3. At the annual meeting of the Corporation to 
be held in February 1939, three trustees shall be elected 
for a term of three year, three trustees shall be elected 
for a term of two years, and three trustees shall be elected 
for a term of one year. Thereafter trustees shall be elected 
for a term of three years. 
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Section 4. In case of any vacancy in the Board of Trus¬ 
tees through death, resignation, disqualification or other 
cause, the remaining trustees by affirmative vote of a ma¬ 
jority thereof by secret ballot, may elect a successor from 
the membership to hold office until the election of his suc¬ 
cessor by the Corporation at the next annual meeting or at 
a special meeting held pursuant to notice as aforesaid, 
which notice shall state that the purpose of the meeting is 
to fill the unexpired term or terms. 

Section 5. Regular Meetings: Regular meetings of the 
Board of Trustees shall be held once a month at the princi¬ 
pal office of the Corporation, or such other places as may 
be designated. 

Section 6. Special Meetings: Special meetings of the 
Board of Trustees shall be held whenever called by the 
President or by the written request of not less than one- 
third of the trustees. 

256 Section 7. Quorum: A majority of the Board of 
Trustees shall constitute a quorum for the trans¬ 
action of business. 

Section 8. No compensation, remuneration or payment of 
any kind or in any form shall be paid to any trustee; pro¬ 
vided, however, that trustees shall be reimbursed for actual 
expenses incurred on behalf or for the benefit of the Cor¬ 
poration. 

Section 9. The Board of Trustees shall establish policies, 
assign duties to the officers and committees, and generally 
direct the affairs of the Corporation. The Board shall 
appoint a general manager and shall delegate to him such 
duties and functions as it deems proper. The Board shall 
fix a scale of salaries and wages and the amount of fiduciary 
bonds, allot funds to special purposes, pass upon all new 
projects and activities, or upon the extension or reduction 
of either, and shall supervise the work of the officers of the 
Corporation as may be required to secure an efficient ad¬ 
ministration. 
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Section 10. The Board of Trustees shall appoint or au¬ 
thorize such additional employees and such standing and 
special committees as may be advisable from time to time, 
but no committee shall comprise more than three (3) trus¬ 
tees at any time; provided, however, the President shall 
be ex-officio a member of all committees and have a vote 
thereon, but shall not act as chairman thereof. 

Article IV 
Officers 

Section 1. The officers of this Corporation shall consist 
of a President, a Vice-President, a Treasurer and a Secre¬ 
tary, who shall be elected by the Trustees at the first meet¬ 
ing of the Board of Trustees to be held immediately follow¬ 
ing adjournment of the annual meeting and who shall hold 
office for one year, and until their respective suc- 
257 cessors shall have been duly elected and qualified. 

Section 2. Only members of the Board of Trustees 
shall be eligible to be President and Vice-President of the 
Corporation. 

Section 3. The Secretary and the Treasurer may be 
elected from the active or associate members. When desir¬ 
able, the Board of Trustees may select from among the 
active and associate members, an Assistant Secretary and 
an Assistant Treasurer, with full responsibility and author¬ 
ity to act as Secretary and Treasurer in the absence of these 
officers. 

Section 4. Powers and Duties of the Officers: 

President: The President shall preside at all meetings 
of the Corporation and of the trustees, and shall have gen¬ 
eral charge of and control over the affairs of the Corpora¬ 
tion subject to the Board of Trustees. 

Vice-President: The Vice-President shall perform such 
duties as may be assigned to him by the Board of Trustees. 
In case of the death, disability or absence of the President, 


101 


he shall perform and be vested with all of the duties and 
powers of the President. 

Treasurer: The Treasurer shall supervise the keeping of 
accounts of all monies of the Corporation received and dis¬ 
bursed, and shall direct the deposit of all monies and 
valuables in the name of and to the credit of the Corpora¬ 
tion in such banks or depositories as the Board of Trustees 
shall designate, and perform such other duties as may be 
delegated to him by the Board of Trustees. 

Secretary: The Secretary shall keep a record of the min¬ 
utes of the proceedings of meetings and shall give notice 
as required in these By-Laws of all such meetings. He shall 
have custody of all books, records, and papers of the Cor¬ 
poration except such as shall be in the charge of the Treas¬ 
urer, or of some other person authorized to have custody 
and possession thereof by a resolution of the Board 
258 of Trustees. He shall have custody of the Seal of 
the Corporation. 

The responsibilities of Treasurer and Secretary may be 
vested in one individual. 

Article V 

General. Provisions. 

Section 1. Agreements with the Government for con¬ 
cessions or major activities shall be entered into on behalf 
of the Corporation only upon previous approval by the 
Board of Trustees. The Board of Trustees shall designate 
the officers of the Corporation having authority to sign such 
agreements, which shall further be countersigned by the 
Secretary. The Secretary shall also affix the Seal of the 
Corporation thereon. 

Section 2. The Corporate Seal shall be circular with the 
name of the Corporation and place of incorporation con¬ 
tained in clear type within two concentric circles, inside 
this legend shall be contained the insignia of the Corpora¬ 
tion. 
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Section 3. These By-Laws may be amended by a two- 
thirds vote of the active members present and voting at 
an annual or a special meeting; provided, that the full text 
of the proposed amendments shall be mailed to all members 
not less than ten days before the date set for the meeting. 

Section 4. Robert’s Rules of Order shall be the deciding 
factor in all parliamentary disputes not covered by these 
By-Laws. 
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Petitioner’s Exhibit No. 6. 


GOVERNMENT SERVICES, INC. 

CONSOLIDATED COMPARATIVE OPERATIVE STATEMENT 
CALENDAR YEAR 1948 WITH CALENDAR YEAR 1947 

Calendar Calendar Increase 

Year Year or 

em 1948 1947 1948 1947 Decrease (—) 


Item 1948 1947 

Gross Income—Sale of Food & Gen¬ 
eral Mdse. 

Cost of Goods Sold 49.51% 49.63% 


(B-l) $9,650,990.76 $10,267,713.89 —$616,723.13 
(C-l) 4,778,085.13 5,095,970.03 —317,884.90 


Gross Profit 


$4,872,905.63 

$5,171,743.86 —$298,838.23 

Other Income 

Rental and Sale of Services 
Commissions 

Sundry Income 

(B-2) 

(B-3) 

(B-4) 

$516,687.46 

93,277.29 

83,547.36 

$487,162.79 

90,348.37 

119,302.00 

$ 29,524.67 
2,928.92 
—35,754.64 

Total Other Income 


$693,512.11 

$696,813.16 

—$3,301,051 

Total Income (Net) 


$5,566,417.74 

$5,868,557.02 —$302,139.28 


Operative Expenses: 

Payroll and Social Security Taxes (C-2) 

Sanitation and Cleaning Supplies 

Paper Supplies 

Employes’ Uniforms 

Ice and Refrigeration 

General Maintenance (C-3) 

Sundry Expense 

Insurance 

Depreciation 

Repairs and Replacements (C-4) 

Light, Heat and Power (C-5) 

Laundry 

Telephone 

Donations 

Equipment Rentals 

Delivery Charges 

Storage Charges 

Trash and Garbage Disposal 

Stationery, Printing and Office Supplies 

Employes’ Transportation 

Other Expenses (C-6) 

Total Operative Expenses 

Net Profit or Loss (—) Before Dis¬ 
tribution 

distribution of Profits 
To Special Contracts 
Donations to Welfare Organizations 
Donations to Miscellaneous Organizations 
Government Franchise Fee 

Total Distribution of Profit or Loss (—) 

Net Debit (—) or Credit to Surplus 


$4,179,764.93 

82,581.22 

173,458.33 

16,645.53 

50,223.81 

80,571.71 

20,009.67 

62,202.40 

135,955.69 

117,076.40 

184,102.51 

99,081.58 

27,749.15 

653.02 

27,053.38 

18,804.45 

979.31 

27,328.12 

23,284.18 

17,491.98 

218,165.23 


$4,548,763.20 

104,274.47 

126,419.36 

18,561.03 

58,927.15 

121,453.61 

26,875.74 

50,041.65 

137,906.91 

140,167.08 

173,802.97 

65,333.11 

27,377.65 

1,850.00 

25.844.64 
19,764.68 

8,747.92 

31,237.25 

25,361.90 

17.943.64 
229,782.64 


$5,563,182.60 $5,960,486.60 


$3,235.14 —$91,929.58 


—$1,520.77 

4,024.86 

1,700.78 

28,803.61 

$33,008.48 

—$29,773.34 


—$2,385.36 

974.36 

2,303.05 

—36,406.68 

$35,514.63 

—$56,414.95 


—$368,998.27 
—21,693.25 
47,038.97 
—1,915.50 
—8,703.34 
—40,881.90 
—6,866.07 
12,160.75 
—1,951.22 
—23,090.68 
10,299.54 
33,748.47 
371.50 
—1,196.98 
1,208.74 
—960.23 
—7,768.61 
—3,959.13 
—2,077.72 
—451.66 
—11,617.41 

—$397,304.00 


$95,164.72 

$864.59 

3,050.56 

—602.27 

65,210.29 

$68,523.11 

$26,641.61 
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GOVERNMENT SERVICES, INC. 


COMPARATIVE ANALYSIS OF EXPENSES 
CALENDAR YEAR 1948 WITH CALENDAR YEAR 1947 


Item 

Cost of Goods Sold: 
Opening Inventory 
Purchases 


Closing Inventory 


Payroll and Social Security Taxes: 
Salaries and Wages 
Unemployment Compensation 
Old Age Benefit Taxes 


General Maintenance: 

Material—Maintenance Shops 

Federal Works Agency 

Other Contract—Labor and Material 


Chinaware and Glassware 
Silverware 

Government Owned Equipment 
Other 


Light, Heat and Power: 
Electricity 


Gas 
Steam 
Fuel Oil 
Wood 
Coal 

Kerosene 


Calendar 

Year 

1948 


Calendar 

Year 

1947 


Increase 

or 

Decrease (—) 


$189,903.57 

4,981,009.34 


$253,204.90 

5,032,668.70 


—$63,301.33 

—51,659.36 


$5,170,912.91 $5,285,873.60 
392,827.78 189,903.57 


—$114,960.69 

202,924.21 


$4,778,085.13 $5,095,970.03 —$317,884.90 


$4,115,221.93 $4,475,807.29 
24,861.67 29,496.77 

39,681.33 43,459.14 


—$360,585.36 

—4,635.10 

—3,777.81 


$4,179,764.93 $4,548,763.20 —$368,998.27 


$19,603.36 

31,266.66 

29,701.69 

$29,476.76 

63,349.56 

28,627.29 

$80,571.71 

$121,453.61 

$46,347.26 

20,720.41 

2,706.08 

47,302.65 

$62,902.46 

29,164.89 

2,500.00 

45,599.73 

$117,076.40 

$140,167.08 

$78,006.45 

18,845.55 

74,530.42 

10,500.77 

$70,403.23 

20,583.46 

73,068.97 

7,569.73 

2,219.32 

2,177.58 

$184,102.51 

$173,802.97 


—$9,873.40 

—32,082.90 

1,074.40 


—$40,881.90 


—$16,555.20 
—8,444.48 
206.08 
1,702.92 


$7,603.22 
—1,737.91 
1,461.45 
2,931.04 


41.74 


$10,299.J 
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GOVERNMENT SERVICES, INC. 

COMPARATIVE ANALYSIS OF EXPENSE 
CALENDAR YEAR 1948 WITH CALENDAR YEAR 1947 


Item 

C-6 Other Expenses: 

Music Expense 
Employes’ Traveling Expense 
Damaged and Spoiled Merchandise 
Decorations 

Payroll Allowances, Commission Stands 
N.P.S. Yearly Fixed Franchise Fee 
Loss on Resale of Merchanise in Storage 
Drugs for Hospital—Fontana 
Gratis Mdse, to Commissary Employes’ 

Small Tools 

Hospital Food Supplies—Fontana 
Adjustments—Income or Expenses, Prio 
Years 

Management Fee Expense—Columbia 
Island Marina 504.41 

Cost of Employes’ Group Insurance —1.232.72 

Legal Expense 15,792.64 

Advertising 18,544.63 

Postage and Telegraph 2,491.47 

Beverage Taxes and Fees 263.84 

Cost of Alterations 54,584.66 

Uncollectible Accounts Charged Off 2,391.46 

Taxes—D. C. Real Estate 4,800.98 

Automobile License Fees, etc. 1,031.16 

Miscellaneous Licenses and Fees 2,912.54 

Health Permits 1,714.17 

Auditing Expense 100.00 

Professional Services (Horace W. Peaslee) 3,272.00 


Calendar 

Calendar 

Increase 

Year 

Year 

or 

1948 

1947 ] 

Decrease (—) 

$366.45 

$377.28 

—$10.83 

6,270.46 

6,900.84 

—630.38 

5,765.07 

27,116.00 

—21,350.93 

354.46 

125.00 

229.46 

924,95 

2,374.23 

—1,449.28 

10.00 

10.00 

— 

1,795.31 

214.50 

1,580.81 

1,255.48 

580.92 

674.56 

1,674.13 

403.76 

1,270.37 

1,435.04 

1,431.65 

3.39 

297.00 

— 

297.00 

—4,177.58 

— 

—4,177.5$ 


Professional Services (Doctors) 
Professional Services (Horwath and 
Horwath) 

Professional Services (Actuary for 
Retirement Plan) 

Professional Services—National Info. 
Service 

Professional Services—Fontana Sundry 
Tofwels, Sheets and Pillow Cases 
Interest Expense—Retirement Plan 
Freight and Drayage Inward 
Shortage and Overage in Inventories 
Real Estate Rent 

Profit (—) or Loss on Retirement of 
Equipment 

Pensions for Retired Employes 
Retirement and Benefit Plan Expense 
Retirement and Benefit Plan Expense 
(Insurance) 

Processing of Provisions 

Laundry—Towels, Linens, Bedding, etc. 

Banking Service 

Telephone Service Cost (Refund) 


7,423.39 

7,250.00 

600.00 

1,120.00 

300.00 

5,966.41 
417.27 
— 1 , 222.22 
11,648.69 

17,025.48 

648.72 

37,621.00 

6,224.48 


2,047.19 

7,999.92 

7,522.00 

2,366.62 

49,53L28 

2,594.98 

4,328.43 

1,103.09 

2,617.55 

1,498.75 


7,317.50 

1,146.95 

300.00 


2,976.52 

7,934.00 

1,196.81 

—277.84 

11,820.95 

-4,376.63 

648.72 

37,621.00 


504.41 
—3,279.9* 

7,792.72 

11,022.63 

124.85 

263.84 

5,053.38 

—203.52 

472.55 

—71.93 

294.99 

215.42 
100.00 

3,272.00 

105.89 

6,103.05 

300.0P 

1,120.00 
300.00 
—2,976.52 
—1,967.59 
—779.54 
—944.38 
—172.26 

21,402.11 


6,224.48 6,245.81 —21.33 

— 6.71 —6.71 

— 37,164.31 —37,164.31 

— 860.00 —860.00 

— —1,946.16 1,94646 

$218,165.23 $229,782.64 —$11,617.41 
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GOVERNMENT SERVICES, INC. 

CONDENSED STATEMENT OF OPERATIONS 
CALENDAR YEAR 1948 


• Gross Cost of 

Revenue Goods Sold 

Federal Works Agency Contract 
RnaHc Bars: 

001—Munitions A Snack Bar $59,570.35 $43,876.03 

002—Navy B Snack Bar 86,306.75 62,854.68 

003—Munitions B Snack Bar 48,759.76 35,794.31 

004—Navy A Snack Bar 123,811.27 91,721.98 

005—Post Office Snack Bar 21,741.56 17,211.65 

007—Veterans A Snack Bar 38,617.89 30,622.10 

008—Veterans B Snack Bar 

009—Navy C Snack Bar Soda 62,762.65 37,200.09 

011—Revenue Snack Bar 46,904.19 37,098.72 

015—Federal Power Snack Bar 15,586.59 11,718.39 

016—Potomac Park Snack Bar 17,002.21 10,063.24 

022—Munitions C Snack Bar 70,918.91 44,657.07 

025—Post Office Snack Bar 60,785.93 30,579.64 

031—Revenue Snack Bar Soda 116,916.47 58,873.11 

033—Snack Bar Soda #33 13,818.35 8,475.79 

038—Hydrographic Coffee Shop 9,249.52 5,989.17 

039—Auditorium Snack Bar Soda 21,756.43 12,855.91 

042—F Building Snack Bar 21,725.44 13,142.25 

044—Maritime Snack Bar 24,449.48 14,350.77 

045—Navy F Snack Bar 86,088.41 62,301.65 

046—Navy G Snack Bar 32,087.38 23,774.14 

047_NavyH Snack Bar 32,460.10 24,313.13 

049—S Building Snack Bar 29,546.57 17,245.55 

050—Yards and Docks A Snack Bar 20,557.38 16,134.10 

051—Yards and Docks B Snack Bar 50,148.67 30,122.24 

052—Snack Bar Soda #52 28,870.70 16,079.16 

053—Snack Bar #53 12,992.47 7,818.73 

054—E Building Snack Bar Soda 67,463.81 40,022.84 

055—Snack Bar #55 27,299.47 17,151.12 

056—Snack Bar #56 350.47 

057—Veterans Snack Bar Soda 


Operative 

Expenses 


$12,722.92 

18,615.97 

10.332.51 
24,139.65 

4,045.79 

6,203.02 

43.54 

20,540.17 

7,830.65 

3,868.20 

5,842.10 

18,657.71 

23,039.48 

41.903.51 
6,041.68 
7,083.66 
8,182.60 
8,025.57 
8,055.74 

18,551.15 
6,697.86 
5,802.14 
9,892.96 
3,769.84 
16,334.79 
10,522.89 
4,257.03 
21,160.47 
9,053.37 
269.91 


Profit or 
Loss (—) 
from 

Operations 


$2,971.40 

4,836.10 

2,632.94 

7.949.64 
484.12 

1,792.77 

—43.54 

5,022.39 

1.974.82 

1,096.87 

7,604.13 

7,166.81 

16,139.85 

—699.12 

—3,823.31 

717.92 

557.62 

2,042.97 

5,235.61 

1,615.38 

2.344.83 
2,408.06 

653.44 

3.691.64 

2.268.65 
916.71 

6,280.50 

1,094.98 

80.56 


Total—Snack Bars 

Miscellaneous: 

100— Boot Black Stands 

101— Commerce Indian Room 
112—Interior Indian Room 

i 


62,719.46 

33,880.72 

26,030.81 

2,807.93 

$1,311,268.64 

$855,928.28 

$367,517.69 

$87,822.67 

$685.67 

$ 

$189.81 

$495.86 

9,765.01 

6,437.44 

3,378.53 

—50.96 

23,990.71 

15,522.64 

4,938.67 

3,529.40 


Total Miscellaneous 


$34,441.39 $21,960.08 $8,507.01 $3,974.30 
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GOVERNMENT SERVICES, INC. 

CONDENSED STATEMENT OF OPERATIONS 
CALENDAR YEAR 1948 


Gross 

Revenue 

Federal Works Agency Contract ( continued ) 
Cafeterias: 

302— Navy Cafeteria $829,477.37 

303— Suitland Cafeteria 244,396.59 

304— B Building Cafeteria 224,114.98 

308— Q Building Cafeteria 127,372.89 

309— K Building Cafeteria 186,579.43 

310— Independence Cafeteria 124,132.13 

311— X Building Cafeteria 63,026.71 

313— T-7 Cafeteria 331,175.82 

314— T-5 Cafeteria 198,827.79 

315— Branch Cafeteria 40,018.87 

318— T-8 Cafeteria 50,097.42 

319— Arlington Farms Cafeteria 387,018.51 

320— Langston Dormitories Cafe¬ 

teria 33,219.24 

325—Denver Federal Cafeteria 76,609.97 
344—Navy Annex Cafeteria 537,979.11 

346— Railroad Retirement Cafe¬ 

teria 136,796.72 

347— Federal Loan Cafeteria 153,459.36 

348— Social Security Cafeteria 291,504.39 

349— F.BJ. Cafeteria 193,802.06 

350— Labor, I.C.C. Cafeteria 170,097.06 

351— Commerce Department Units 310,930.04 

352— Federal Works Agency Cafe¬ 

teria 158,385.08 

353— Federal Supply Cafeteria 103,086.79 

354— Post Office Cafeteria 188,471.30 

355— Revenue Cafeteria 199,343.65 

357— Fifty-nine M Street, N.E., 

Cafeteria 82,604.73 

358— State Cafeteria 221,391.41 

359— Justice Cafeteria 256,445.93 

360— Interior Cafeteria 468,312.29 

362— Federal Trade Cafeteria 53,914.46 

363— State Annex Cafeteria 52,417.97 

364— T Building Cafeteria 143,094.40 

367—Coast Guard Cafeteria 18.95 

370— H.O.L.C. Cafeteria 107,933.16 

371— G.A.O. Cafeteria 55,134.04 

372— Executive Cafeteria 64,624.99 

373— Munitions Cafeteria 423,390.51 

374— Civil Service Cafeteria 24,733.90 

343—D Building Cafeteria — 


Cost of 
Goods Sold 


$398,600.34 

111,807.15 

117,220.45 

58.322.89 
90,386.20 

56.846.70 
35,487.72 

155,844.22 

92.358.30 
24,053.25 
24,010.37 

184,843.97 

15,736.10 

47,879.12 

261,718.28 

66,812.91 

72,033.28 

137,099.98 

90,475.03 

79,220.69 

155.864.12 

76,598.22 

50.548.71 
88,496.00 
98,666.56 

44,604.04 

105,923.67 

125.372.12 
225,898.75 

26,219.96 

27,005.36 

69.625.31 

55,444.26 

30,355.29 

31,722.01 

198,642.04 

11.752.90 


Operative 

Expenses 


$382,251.40 

129.938.31 
112,179.19 

69,263.29 

97,806.26 

72,108.21 

33,436.40 

170,742.40 

105,283.66 

20,905.48 

24,636.80 

204.926.72 

21,317.28 

33,229.97 

279,142.39 

75,264.42 

86,329.70 

158.676.73 
103,164.58 

87.579.76 
155,849.79 

93,058.95 

66,792.01 

112,164.50 

111,786.93 

34,352.13 
110,588.56 
128,576.27 
236,742.38 
31,987.51 
31,096.98 
71,259.15 
—39.86 

55.953.76 
26,870.55 
44,743.38 

219.896.31 
17,621.53 

.13 


Profit or 
Loss (—) 
from 

Operations 


$48,625.63 
2,651.13 
—5,284.66 
—213.29 
—1,613.03 
—4,822.78 
—5,897.41 
4,589.20 
1,185.83 
—4,939.86 
1,450.25 
—2,752.18 

—3,834.14 
—4,499.12 
—2,881.56 

—5,280.61 
—4,903.62 
—4,272.32 
162.45 
3,296.61 
—783.87 

—11,272.09 
—14,253.73 
—12,189.20 
—11,109.84 

3,648.56 

4,879.18 

2,497.54 

5.671.16 
—4,293.01 
—5,684.57 

2^09.94 

58.81 

—3,464.86 

—2,091.80 

—11,840.40 

4.852.16 
—4,640.53 

—.13 


Total Cafeterias 

Total—Federal Works Agency 
Contract 


$7,313,940.22 $3,543,496.27 $3,817,483.91 —$47,039.S 


$8,659,650.25 $4,421,384.63 $4,193,508.61 $44,757.01 
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GOVERNMENT SERVICES, INC. 

CONDENSED STATEMENT OF OPERATIONS 
CALENDAR YEAR 1948 


Profit or 
Loss (—) 


National Park Service Contract 
010—Monument Lodge Souvenir 
Stand 

014—Lincoln Museum 
023—Shops Snack Bar 
058—Jefferson Memorial Souvenir 
Stand 

080—Washington Tourist Camp 
081—Washington Tourist Camp 
Snack Bar 

086—Fort Washington 
107—Bicycle Unit 

110— Tidal Basin Boat House 

111— Pierce Mill 

113— Special Parks Activities 

114— Great Falls Boat and Refresh¬ 

ment Stand 

115— Watergate 

116— C. & O. Canal Barge 

117— Watergate Refreshment Stand 
121—Rolling Diners 

124—Service Bands Concerts 

128— Potomac Clipper 

129— Wakefield Tea House 

130— Hains Point Tea House 

131— Washington Sail Boat Marina 

132— Lee Mansion Souvenir Stand 
134—Speed Boat Unit 

136—Columbia Island Marina 


Gross 

Cost of 

Operative 

from 

Revenue 

Goods Sold 

Expenses 

Operations 

$33,586.69 

$ _ 

$3,505.39 

$30,081.30 

2,488.36 


331.97 

2,156.39 

8,838.93 

5,491.46 

1 

4,032.39 

—684.92 

4,741.77 


425.11 

4,316.66 

128,103.96 

40,113.89 

87,708.75 

281.32 

20,155.99 

9,346.08 

11,192.68 

—382.77 

37,103.21 

— 

37,119.95 

—16.74 

1,622.16 

— 

1,565.31 

56.85 

1,659.79 

— 

1,293.95 

365.84 

1,604.37 

754.27 

3,977.40 

—3,127.30 

— 

— 

31.94 

—31.94 

9,195.39 

4,237.00 

5,412.93 

—454.54 

10,920.00 

— 

10,518.68 

401.32 

1,422.44 

58.65 

1,974.23 

—610.44 

3,056.41 

1,064.80 

1,729.00 

262.61 

9,469.91 

4,231.38 

4,886.63 

351.90 

676.30 

— 

725.01 

—48.71 

669.89 

— 

7,604.51 

—6,934.62 

1,377.23 

751.05 

2,562.50 

—1,936.32 

19,622.05 

9,055.59 

20,540.27 

—9,973.81 


882.96 

4,965.63 

784.71 

2,036.15 


137—Hains Point Refreshment Stand 4,298.97 

140— Reservoir Tennis Courts 6,825.02 

141— Pierce Mill Tennis Courts 2,242.46 

142— East Potomac Park Tennis 

Courts 4,717.14 

150— McKinley Swimming Pool 8,006.41 

151— Takoma Swimming Pool 24,072.74 

152— Francis Swimming Pool 2^268.71 

153— Banneker Swimming Pool 10,256.24 

154— Anacostia Swimming Pool 12,614.52 

155— East Potomac Swimming Pool 21,259.36 


2,107.43 

1,782.50 

224.46 

610.27 

962.91 

3,254.57 


301.30 

3,594.55 

1,152.82 

3,861.69 

1.362.64 

5.568.65 
2,636.47 

6,483.03 

9,126.50 

19,170.97 

6,066.54 

10,982.79 

11,451.64 

19,577.48 


581.66 

1,371.08 

—368.11 

—1,825.54 

828.90 

—526.13 

—818.47 

—2,376.16 
—2,083.00 
1,647.20 
—3.797.83 
—726.55 
1,162.88 
1,681.88 


Total—National Park Service Con¬ 
tract 


$401,545.87 $84,046.31 $308,475.67 $9,023.89 
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GOVERNMENT SERVICES, INC. 


CONDENSED STATEMENT OF OPERATIONS 
CALENDAR YEAR 1948 


Independent Contracts or Operations 
036—Old Naval Hospital Snack 
Bar 

059—Snack Bar Soda #59 
106—Miscellaneous Office Unit 
133—Veterans Housing Dormitories 
317—Potomac Annex Cafeteria 
345—National Gallery of Art Cafe¬ 
teria 

356—Supreme Court Cafeteria 

365— Treasury Annex Cafeteria 

366— Loans and Currency 
375—Treasury Cafeteria 

377—National Health Cafeteria 
379—Congressional Library Cafe¬ 
teria 


Gross 

Revenue 


$28,046.47 

9,049.52 

15,385.55 

61,883.17 

32,996.58 

170,326.45 

54,808.29 

111,091.69 
88,174.38 
49,600.88 


Cost of 
Goods Sold 


$17,807.91 

5,050.15 

26.84 

16,874.95 

77,940.37 

24,047.56 

56,785.82 

41,170.39 

25,004.85 


Operative 

Expenses 


$9,003.14 

3,315.51 

7,983.47 

67,361.15 

24,218.28 

84^69.07 

27,424.46 

—1.46 

64.575.79 
59,537.91 

29.962.80 


Profit or 
Loss (—) 
from 

Operations 


$1,235.42 

683.86 

7,375.24 

—5,477.98 

—8,096.65 

8,117.01 

3,336.27 

l36 

—10,269.92 
—12,533.92 
—5,366.77 


50,962.18 28,425.43 21,848.26 


Total—Independent Contracts or 

Operations $672,325.16 $293,134.27 $399,498.38 —$20,307.49 


Tennessee Valley Authority Contract 

127—Fontana Village Operations $549,820.28 $172,408.12 $407,650.43 —$30,238.27 
Total—Tennessee Valley Authority 

Contract $549,820.28 $172,408.12 $407,650.43 —$30,238.27 


GOVERNMENT SERVICES, INC. 

CONDENSED STATEMENT OF OPERATIONS 
CALENDAR YEAR 1948 


Profit or 
Loss (—) 

Gross Cost of Operative from 
Revenue Goods Sold Expenses Operations 

Total—Federal Works Agency 

Contract $8,659,650.25 $4,421,384.63 $4,193,508.61 $44,757.01 

Total—National Park Service 

Contract 401,545.87 84,046.31 308,475.67 

Total—Independent Contracts or 

Operations 672,325.16 293,134.27 399,498.38 

Total—Tennessee Valley Authority 

Contract 549,820.28 172,408.12 407,650.43 


401,545.87 84,046.31 308,475.67 


9,023.89 
—20,307.49 
—30,238.27 


Net Profit or Loss (—) before 
Distribution 


$10,283,341.56 $4,970,973.33 $5,309,133.09 $3,235.14 
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DISTRIBUTION OF EARNINGS 


Earnings from Operations 

Charges Against Management Contracts 

Contractual and Franchise Fee: 

Federal Works Agency 

$26,782.39 

National Park Service 

2,021.22 

National Gallery of Art 

1,623.40 

Plaza Cafeterias, Inc. 

—2,280.23 

King Fulton 

—1,095.32 

International Monetary Fund Bank 

231.38 

Donations: 

Welfare Societies 

$4,024.86 

Federal Government 

— 

Miscellaneous 

1,700.78 


$27,282.84 


5,725.64 

Net Debit (—) or Credit to Surplus —$29,773.34 



GOVERNMENT SERVICES, INC. 


SERVICE UNITS—CONDENSED STATEMENT OF OPERATIONS 

CALENDAR YEAR 1948 

Profit or 
Loss (—) 

Gross Cost of Operative from 
Revenue Goods Sold Expenses Operations 


102—General Warehouse 

109—Maintenance Shops 

180—G.SJ. Commissary 

190—Guest House 

198—General Service Department 

300—Central Kitchen 

327—Food Standards Test Kitchen 


$1,358,667.39 $1,312,592.13 
143,044.36 109,392.83 

1,775,218.90 1,591,162.99 
662.39 — 

— 1.00 — 

43,918.06 26,155.18 

25,944.49 10,712.30 


$37,134.05 $8,941.21 

95,234.65 —61,583.12 

164,123.39 19,932.52 

704.79 —42.40 

4,154.89 —4,155.89 

22,473.37 —4,710.49 

19,154.07 —3,921.88 


$ 3 , 347 , 454.59 $ 3 , 050 , 015.43 $ 342 , 979.21 


$ 45 , 540.05 
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226 GOVERNMENT SERVICES, INC. 

INCOME FROM SALE OF FOOD AND GENERAL MERCHANDISE 


CALENDAR YEAR 1948 

Item 

Meals Served Patrons and Sundry Food Sales 
Meals Served Employes and Guests 
Sale of Beer and Wine 

Candy, Tobacco and General Snack Bar Merchandise 

Snack Bar Soda Sales 

Sale of Pierce Mill Products 

Sale of Bones and Fats 

Sale of Historicals and Guide Books 

Sale of Gasoline and Oils and Filling Station Supplies 

Sale of Ice 

Sale of Sanitary Articles 

Sale of Indian Made Merchandise 

Groceries, Meats and Produce and Notions 

Miscellaneous Sales 

Transfers—Prepared Food 

Surcharges on General Merchandise 


Schedule B-l 
$6,899,523.33 
242,275.75 
5,324.67 
1,414,116.85 
848,227.69 
1,201.96 
3,373.13 
31,553.74 
83,692.51 

129.40 

33,755.72 

86,349.39 


1,466.62 
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$9,650,990.76 

l " I !■ 

GOVERNMENT SERVICES, INC. 


INCOME FROM RENTALS AND SALES OF SERVICES 


CALENDAR YEAR 1948 


Item 

Schedule B-2 

Sale of Electricity 

$10,780.36 

Sale of Water 

1,495.74 

Sale of I\iel Oil 


Sale of Coal 

ijT.23 

Checking of Valuables 

76.00 

Cabin Rentals 

230,604.42 

Camp Space Rentals 

12,395.68 

Laundry Building 

250.00 

Post Office Building 

360.00 

Rental of Equipment 

1,765.21 

Rental of Linens 

8,659.28 

Admissions to Swimming Pools 

69,995.99 

Admissions—Service Men to Swimming Pools 

27.00 

Admissions to Tennis Courts 

7,788.95 

Real Estate Rentals 

65,102.24 

Rental of Rooms 

65,485.56 

Collections from Penny Weighing Machines 

7,772.13 

Hair Drying Machines 

14.30 

Sale of Services 

11,539.95 

Hospital Care 

3,640.96 

Boat Rentals 

380.65 

Slip Rentals 

2,036.15 

Barge and Boat Transportation 

2,018.83 

Barber Shop 

2,547.85 

Beauty Shop 

1,005.62 

Theater Tickets 

3,537.56 

Golf Tickets 

7,387.80 


$516,687.46 
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228 GOVERNMENT SERVICES, INC. 

INCOME FROM COMMISSIONS 


CALENDAR YEAR 1948 


Item 

Schedule B-3 

Bicycle Rentals 

$1,286.83 

Riding School 

374.55 

Drug Store 

4,435.81 

Gift Shop 

3,242.12 

Bus Tickets 

143.73 

Boat Rentals 

6,694.94 

Souvenir Stand 

28.04 

Sightseeing Tickets 

588.70 

Valet Shop 

189.04 

Guide Service 

25.65 

Boot Black Stand 

641.57 

General Merchandise 

41,254.24 

Popcorn Vending Machines 

1,318.92 

Telephone 

1,012.50 

Penny Weighing Machines 

Cigarette Vending Machines 

64.60 

9,998.11 

Drink Vending Machines 

11,357.52 

Candy Vending Machines 

7,114.24 

Ice Cream Vending Machines 

_____ 

Music Box 

622.50 

Photo Machines 

182.40 

Cookie Vending Machines 

401.84 

Peanut Vending Machines 

. 

Stamp Vending Machines 

53.83 

Pin Ball Machines 

1,211.00 

Boat Tickets 


Washing Machines 

137.69 

Money Orders 

_____ 

Radios 

70.77 

Coffee Vending Machines 

8.32 

Nylon Hose 

295.53 

Photographs 

56.55 

Locker Rentals 

1.30 

Slip Rentals 

464.45 

$93,277.29 


229 GOVERNMENT SERVICES, INC. 

SUNDRY OTHER INCOME 
CALENDAR YEAR 1948 

Item 

Income from Surcharges on Outside Sales 
Sale of Services (Fontana) 

Miscellaneous Income 

Income—Salvageable Items, such as bags, boxes, etc. 

Interest on Loans, Notes and Investments 

Employes’ Services to Outside Organizations 

Overage and Shortage 

Servicing of Equipment 

Discounts Taken 

Surcharges on Transfers 

Income—Duplicating Section 

Income Items Capitalized 

Maintenance Shops—Distribution of Cost to Reserve 
Maintenance Shops—Distribution of Cost to Capital 
Accounts, etc. 


Schedule B-4 


$3,358.35 

1,717.52 

14,891.73 

4,163.11 

—140.35 

20,OOT.56 

74.90 

291.18 

7,919.62 


31,269.74 


$83,547.36 
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231 


GOVERNMENT SERVICES, INC. 

BALANCE SHEET 


DECEMBER 31, 1948 
Assets 


Current Assets: 

Cash $366,999.30 

Petty Cash 98,770.00 

Loans Receivable (Unsecured) 1,497.12 

Accounts Receivable 1 35,442.26 

Closing Inventories—-Saleable Merchandise 536,236.15 

Sundry Deposits 619.00 

Accrued Interest Receivable 2,917.87 


Total Current Assets 


Capital Assets: 
Automobiles—Motor¬ 

Cost 

Reserve for 
Depreciation 

Book Value 

cycles 

$ 44,871.00 

$ 24,078.19 

$ 20,792.81 

Miscellaneous Equip¬ 
ment 

1,116,192.87 

754,663.42 

361,529.45 

Cash Registers 

38,849.78 

28,423.51 

10,426.27 

China, Silver & Small 
Equipment 

161,771.86* 

71,945.77 

89,826.09 

Real Estate—Buildings 

494,561.93 

211,501.19 

283,060.74 

Real Estate—Land 

42,650.49 

— 

42,650.49 

Totals 

$1,898,897.93 

$1,090,612.08 

$808,285.85 


Investments: 

U. S. Treasury 2%’s of 1955-1960 
U. S. Treasury 2%’s of 1967-1972 
Georgetown Gas Light Co. 5’s of 1951 
U. S. Treasury Series 1955 
U. S. Treasury 2%’s Series G 1958 

Total Investment at Book Value 


$ 5,044.66 
522,111.08 
5,076.26 
16,280.00 
100,000.00 


Deferred Charges and Other Assets: 


Deferred Charges (Welfare Organizations & 

Special Contracts) $ 3,797.70 

Deferred Expenses 56,845.80 

Prepaid Insurance 27,472.34 

Prepaid Employes’ Hospitalization 500.00 

Prepaid Taxes, License and Fees 323.90 

Closing Inventories—Operating and Maintenance 
Supplies 123,376.73 

Copyrights 1.00 

Revolving Funds 1,250.00 

Unadjusted Claims 5,766.82 


Total Deferred Charges and Other Assets 


$1,042,481.70 


808,285.85 


648,512.0(1 


219 , 334.21 


$2,718,613.: 


Liabilities and Net Worth 


Current Liabilities: 

Vouchers Payable $378,921.74 

Sundry Accounts Payable 39,049.17 

Accrued Expenses 18,799.11 

Accrued Payroll Taxes 91,098.37 

Accrued Leave 10,288.81 

Accrued Payroll for Working Holidays 804.99 

Employes’ Group Insurance Premiums— 

Paid in Advance 677.80 

Sundry Deposits 4,504.50 

Unclaimed Wages 811.56 

War Bond Deductions from Employes’ 

Salaries and Wages 3,769.91 

Wage Deductions Payable—Charity or 
C. I. O. Union 1,279.50 

Government Franchise Fee (N. P. S.) 

as of 12/31/48 —$11,153.47 

Government Franchise Fee (F. W. A.) 
as of 12/31/48 60,569.07 49,415.60 


Total Current Liabilities 


Deferred Credits and Reserves: 

Replacement of Government Owned 
Equipment (F.W.A.) $359,596.17 

Replacement of National Gallery 
Owned Equipment 1,125.21 

Self Insurance 8,039.51 

Unadjusted Credits 4,529.69 

Real Estate Rentals (Paid in Advance) 1,101.68 

Retirement and Benefit Fund—Prior 
Year Service Credit 194,630.41 


Total Deferred Credits and Reserves 


Franchise (Under Dispute): 

Net Worth: 

Surplus as of December 31, 1947 $1,463,565.72 

Adjustments: 

Prior Year Operations $ 470.41 

Franchise 15,959.05 


Total Adjustment (Schedule 

Attached) 16,429.46 

Charge to Surplus from Operations— 

Calendar Year 1948 —29,773.34 


Net Worth as of December 31, 1948 


Total Liabilities and Net Worth 


$599,421.06 


569,022.67 

99,948.27 


1,450,221.84 

$2,718,613.84 

— 
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260 GOVERNMENT SERVICES, INC. 

SCHEDULE OF CAFETERIAS AND SNACK-BARS 
CONSISTENTLY NON-PROFIT ABLE 



Cumulative 

Loss 

1926-1947 

1948 

Total 

Federal Trade 

$ 18.652.59 

$ 4,293.01 

$ 22,945.60 

Tenth and You 

25,895.96 


25,895.96 

Potomac Annex 

16,894.85 

8,096.65 

24,991.50 

Health Institute 

16,870.63 

5,366.77 

22,237.40 

Treasury 

21,731.47 

12,533.92 

34,265.39 

Potomac Park 

12,276.47 

_ _ _ — 

12,276.47 

Arlington Farms 

33,854.87 

2,752.18 

36,607.05 

“B” Building 

17,816.62 

5,284.66 

23,101.28 

Independence 

23,293.65 

4,822.78 

28,116.43 

Langston 

5,774.78 

3,834.14 

9,608.92 

Longfellow 

2,391.28 

. 

2,391.28 

Richmond Patent Office 

7,931.33 

4,939.86 

12,871.19 

Transportation 

12,293.36 

_. 

12,293.36 

Twenty Third Street Unit 

2,385.23 

~ „ m 

2,385.23 

“X” Building 

24,334.54 

5,897.41 

30,231.95 

Bolling Field 

2,670.65 

— 

2,670.65 


$245,068.28 

i 

$57,821.38 

$302,889.66 
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261 GOVERNMENT SERVICES, INC. 

SCHEDULE OF ALL OTHER UNITS CONSISTENTLY 
NON-PROFITABLE 



Cumulative 

Loss 

1926-1947 

1948 

Total 

Swimming Pools 

$ 70,724.52 

$ 2,115.42 

$ 72,839.94 

Tennis Courts 

68,066.85 

3,520.76 

71,587.61 

Gr. Falls Boat and Refresh¬ 
ment Stand 

2,104.60 

454.54 

2,559.14 

Pierce Mill 

22,770.82 

3,127.30 

25,898.12 

Shops Snack Bar 

5,175.18 

684.92 

5,860.10 

Camp Chopawamsic 

6,620.41 

_ 

6,620.41 

Fort Washington 

3,635.65 

16.74 

3,652.39 

Arlington Recreational Area 
Commissary 

2,719.06 


2,719.06 

Hi-Cotoctin Camp 

5,893.90 


5,893.90 

Pierce Mill Tea House 

16,326.68 


16,326.68 

Golf Courses 

85,901.91 


85,901.91 

Potomac Clipper 

Service Bands Concerts 

6,284.94 

6,934.62 

13,219.56 

775.89 

48.71 

824.60 

Columbia Island Marina 


1,825.54 

1,825.54 

Check Cashing Units 

23,282.62 


23,282.62 

Wakefield Tea House 

5,703.82 

1,936.32 

7,640.14 

Veterans Housing Dormitories 

229.69 

5,477.98 

5,248.29 


$325,757.16 

$26,142.85 

$351,900.01 
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262 GOVERNMENT SERVICES, INC. 

NUMBER OF PATRONS AND NET PROFIT PER TRAY 


Net Profit 


Year 

Patrons 

Net Profit 

or Loss 
Per Tray 

1932 

2,475,663 

$ 18,511.12 

$.007477 

1933 

2,335,795 

19,887.85 

.008514 

1934 

3,489,627 

31,084.98 

.008908 

1935 

4,574,375 

42,662.28 

.009326 

1936 

5,623,520 

28,440.45 

.005057 

1937 

6,803,063 • 

39,781.04 

.005848 

1938 

7,555,056 

24,069.15 

.003186 

1939 

8,553,471 

27,616.56 

.003229 

1940 

10,249,411 

13,053.10 

.001274 

1941 

16,256,385 

67,114.05 

.004128 

1942 

35,372,886 

138,525.12 

.003916 

1943 

39,608,504 

219,688.56 

.005546 

1944 

41,952,335 

203,325.83 

.004847 

1945 

37,438,088 

99,650.18 

.002662 

1946 

30,051,437 

182,220.81 

—.006064 

1947 

23,284,694 

78,854.69 

—.003387 

1948 

21,230,198 

51,552.02 

—.002428 

Totals and Average Net 

Profit Per Tray 

296,854,508 

$660,782.75 

.002225 

• • • 

• • 

• * 

• • 
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210 TREASURY DEPARTMENT 

WASHINGTON 


Office of 

Commissioner of Internal Revenue 


Jun 15 1938 


Address Reply to 
Commissioner of Internal Revenue 
And Refer to 

IT :RR :HVH 

Welfare and Recreational Association 
of Public Buildings and Grounds, 

215 8th Street, S. W., 

Washington, D. C. 

Sirs: 

Reference is made to the request for a reconsideration 
of Bureau ruling of January 20, 1936, holding that your 
association is not entitled to exemption from Federal in¬ 
come tax. 

From the information which has now been submitted, it 
appears that the Joint Welfare Service, the predecessor 
of the present association, was organized by the superin¬ 
tendent of the War and Navy Department buildings for the 
purpose of placing on sale in the 'buildings articles of food 
for the emergency use of those employed therein. Later 
it took over cafeteria concessions in a Mall building and 
in the Department of the Interior building, which were being 
unsuccessfully operated by private concessionaires. In 1926 
your organization was incorporated under Chapter XV ill, 
subchapter III, of the Code of Law for the District of 
Columbia which provides for incorporation by those “who 
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desire to associate themselves for benevolent, charitable, 
educational, literary, musical, scientific, religious, or mis¬ 
sionary purposes, including societies founded for mutual 
improvement or for the promotion of the arts.” The cer¬ 
tificate of incorporation recites: 

“3. The particular business and objects of the associa¬ 
tion shall be as follows: 

“ (a) To operate cafeterias and news stands in Federal 
Buildings for Federal employees, to render first aid in 
case of sickness or accident, to assist government employees 
in cases of emergency or distress along recognized lines 
of-welfare work, to conduct tourist camps, bathing pools, 
and to provide lunch and refreshment stands and recrea¬ 
tional facilities of all kinds for said employees and for the 
general public, with a view to helping the proper govern¬ 
ment officials to the fullest extent practicable to de- 
211 velop possibilities of the Federal buildings and Fed¬ 
eral property in the United States ( to develop possi¬ 
bilities of the public buildings and property in the District 
of Columbia) for the health, safety and general welfare of 
government employees and of such of the public as may be 
legally admitted thereto, by furnishing all service at mini¬ 
mum cost, with least exposure, and with special care for 
the health, comfort and convenience of all participating; 

“(b) In the conduct of said business, the charges are to 
be made as low as practicable to safely maintain the credit 
required for its operation, and any additional profits real¬ 
ized to be expended in additional plant, equipment or sup¬ 
plies for the above purposes, and the extension of such busi¬ 
ness and facilities; no part of the profits to inure, in any 
event, to private gain, except in so far as payments are 
made in the usual manner as wages and remuneration for 
services to employees of the association; 

««•••••••••» 

The affairs of your association are managed by a board 
of trustees consisting of the president, vice president and 
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treasurer, and four other members to be elected for three- 
year terms. The bylaws provide in part: 

4 4 No compensation, remuneration or payment of any kind 
or in any form, except reimbursements for actual expenses 
incurred on behalf or for the benefit of the Association, 
shall be paid to any trustee or active member except that 
an active or an honorary member may be designated as 
Treasurer and compensated for services in that capacity.” 

There is no capital stock and active membership is limited 
to officials or employees in good standing in the service of 
the United States whose grade is equal to or higher than 
chief clerk, or chief of a section, division, or bureau, who 
may have been elected by a vote of all of the trustees. 
212 Shortly after its incorporation, on June 30, 1927, 
your association entered into a contract with the 
Director of Public Buildings and Parks, acting for the 
United States, which recites: 

4 4 Whereas, the Director is desirous of providing Cafe¬ 
teria, Lunch Stand, Newsstand and Bootblack Stand facili¬ 
ties in and about the Public Buildings and Grounds for the 
convenience and comfort of Government employees; also 
Tourist Camps, Tea Houses, Tennis Courts and other Rec¬ 
reational Activities, on the Public Grounds for the said 
Government employees and for such of the General Public 
as may in the discretion of the Said Director be entitled to 
use them, and 

4 4 Whereas, the Concessionaire is desirous of aiding and 
assisting the Director in obtaining and operating the said 
facilities 

4 4 Now Therefore, this Memorandum of Agreement wit- 
nesseth that in consideration of the Director furnishing 
space for the facilities for carrying on the various activi¬ 
ties hereinbefore specified and of the Concessionaire operat¬ 
ing them for the comfort and convenience of those to be 
benefited thereby the parties hereto agree to and with each 
other as follows: 
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The contract relates to the operation of cafeterias, tea 
rooms, lunch rooms and news stands in designated public 
buildings and others which might thereafter be agreed upon, 
tea rooms at Hains Point and in the Pierce Mill in Rock 
Creek Park, tennis courts in the public parks, a tourist 
camp in East Potomac Park, and such other activities as 
might thereafter be agreed upon. Activities subsequently 
agreed upon and taken over are the operation of play¬ 
grounds and swimming pools, and golf courses in Rock 
Creek and Anacostia parks. 

213 The contract provides that the director will pro¬ 
vide adequate space, which the concessionaire will 
fit with equipment satisfactory to the director; the conces¬ 
sionaire shall employ all necessary help which shall be sat¬ 
isfactory to and subject to discharge at the request of the 
director; shall have the exclusive right to operate the ac¬ 
tivities at prices to be approved by the director. The con¬ 
cessionaire is permitted to set up a reserve fund as working 
capital and such portion of the concessionaire’s net profit 
as may not be required to maintain such fund shall be 
divided equally between the United States and the con¬ 
cessionaire. This division of net profits is in lieu of rental. 

It is stated that cafeterias and lunch stands are operated 
in public buildings primarily for the accommodation of the 
employees and only where adequate and convenient service 
can not be obtained in privately operated eating places; 
that at the request of the Director of Public Buildings and 
Public Parks, your association has established and is oper¬ 
ating a number of concessions which it was known would 
be operated at a loss, since it appeared that public conven¬ 
ience or the convenience of employees made such operation 
desirable. 

The substantial reserve which has been built up from 
the profits ($391,819.25) has been invested in the equipment 
and supplies necessary for the operation of the concessions, 
or is held for the purpose of paying for equipment pur- 
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chased or to be purchased for the operation of additional 
concessions contemplated or decided upon. Except for 
such necessary reserves, all net income is distributed to the 
welfare organizations of the employees of the various public 
buildings in which the concessions are operated, or is de¬ 
voted to the numerous purely welfare activities sponsored 
by the association. None of the profit can inure to the bene¬ 
fit of any member of your association. 

Based upon the foregoing, it is held that your association 
is entitled to exemption under the provisions of section 
101(8) of the Revenue Act of 1936 and the corresponding 
provisions of prior revenue acts. It is not, therefore, re¬ 
quired to file returns of income for 1937 and prior years. 
Inasmuch as section 101(8) of the Revenue Act of 1938 is 
similar to section 101(8) of the Revenue Act of 1936, re¬ 
turns for subsequent years will not be required so long as 
there is no change in the form of organization, the pur¬ 
poses or method of operation. 

214 Any changes in the form of organization or method 
of operation, as shown by the evidence submitted, 
must be immediately reported to the collector of internal 
revenue at Baltimore, Maryland, in order that the effect of 
such changes upon the present exempt status may be deter¬ 
mined. 

The exemption referred to in this letter does not apply 
to taxes levied under other titles or provisions of the respec¬ 
tive revenue acts, except insofar as exemption is granted 
expressly under those provisions to organizations enumer¬ 
ated in section 101 of the Revenue Act of 1938 and the cor¬ 
responding provisions of prior revenue acts. 

Bureau ruling of January 20, 1936, is hereby revoked. 

A copy of this letter is being transmitted to the collector 
of internal revenue at Baltimore, Maryland. 

Respectfully. 

Guy T. Helvebing 
Commissioner. 
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STATEMENT OF QUESTIONS PRESENTED. 

I. The first question is whether a corporation, none of 
whose earnings inure to any private individual or stock¬ 
holder, is exempt from the District of Columbia franchise, 
motor vehicle and personal property taxes as a charitable 
institution and as a corporation organized and operated ex¬ 
clusively for charitable purposes where the corporation’s 
income is derived solely from the operation of service in¬ 
stallations such as cafeterias in federal government build¬ 
ings and park facilities, and where such operations are in¬ 
stituted only at government direction, with a view to help¬ 
ing the proper government officials to develop possibilities 
of the federal buildings and federal property in the United 
States for the health, safety and general welfare of govern¬ 
ment employees, and of such of the public as may be legally 
admitted thereto. 

II. The second question is whether a corporation per¬ 
forming the functions above described and whose control¬ 
ling membership elected is limited to certain individuals 
associated with the federal government should be exempt 
from the District of Columbia franchise tax as a civic 
league or organization not organized for profit but operated 
exclusively for the promotion of social welfare. 
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2 


institution and as a corporation organized and operated ex¬ 
clusively for charitable purposes where the corporation’s 
income is derived solely from the operation of service in¬ 
stallations such as cafeterias in federal government build¬ 
ings and park facilities, and where such operations are in¬ 
stituted only at government direction, with a view to help¬ 
ing the proper government officials to develop possibilities 
of the federal buildings and federal property in the United 
States for the health, safety and general welfare of govern¬ 
ment employees, and of such of the public as may be legally 
admitted thereto. 

II. The second question is whether a corporation per¬ 
forming the functions above described and whose control¬ 
ling membership elected is limited to certain individuals 
associated with the federal government should be exempt 
from the District of Columbia franchise tax as a civic 
league or organization not organized for profit but operated 
exclusively for the promotion of social welfare. 

JURISDICTIONAL STATEMENT. 

This is a petition for review of a decision by the Board 
of Tax Appeals of the District of Columbia. The Assessor 
of the District of Columbia made assessments against peti¬ 
tioner for the franchise tax for the fiscal year of 1948, per¬ 
sonal property tax for motor vehicles for the fiscal year of 
1949 and personal property tax for the fiscal year of 1949. 
Petitioner paid the taxes to the Collector of Taxes of the 
District of Columbia under protest in writing (App. p. 26), 
and appealed from the assessments to the Board of Tax 
Appeals for the District of Columbia as permitted by D. C. 
Code (1940) §§47-1531 and 47-2403. The three appeals 
were heard jointly and the Board affirmed the assessments 
(App. p. 16,17). The taxpayer filed its petition for review 
pursuant to Rule 36 of the General Rules of the United 
States Court of Appeals for the District of Columbia and 
D.C. Code (1940) §§47-2404 and 47-1531. 
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STATEMENT OF THE CASE. 


Petitioner was organized, for the purpose of operating 
and does operate, at Government request, cafeterias in Gov¬ 
ernment buildings and park facilities for which there is no 
appropriation in the federal budget (App. pp. 39-40). Its 
operations are confined exclusively to facilities owned by the 
federal government (App. p. 51). Petitioner’s operations 
have expanded from serving only 2,475,663 patrons in 1932 
to a wartime peak of 41,952,335 in 1944 without receiving 
any Government subsidy and while making payments to the 
Government totalling $1,539,590.62 (App. p. 118, Tr. 115). 
While a large part of petitioner’s profits have been used to 
make possible this expansion, those profits not retained by 
the petitioner have been distributed to recognized charitable 
organizations (App. pp. 23, 40, 44, 50, Rec. p. 146). It has 
no capital stock (App. p. 19) and the Board of Tax Appeals 
found that “its trustees are not governed by any desire 
other than to manage its affairs in an efficient way, free 
from selfish considerations on their part” (App. p. 30). 

1. Organization and History of Petitioner. 

The petitioner is a continuation and perpetuation of an 
informal association of persons in the service of the United 
States Government known as the Joint Welfare Service 
(App. p. 38). The Joint Welfare Service originated in post 
World War I days when certain Government employees 
having charge of the Government buildings in Washington 
recognized a need for various service, welfare and char¬ 
itable activities that was not being filled either by Govern¬ 
ment organizations or by existing private enterprises. It 
became apparent to these Government officials that the only 
way these services for which the Government made no pro¬ 
vision by appropriation could he obtained was to organize 
a corporation, non-profit-making and non-commercial in its 
attributes, but so organized that the interest of the public 
and the interest of the Government employees would he 


4 


foremost in the minds of those in charge of the service ac¬ 
tivities. It was contemplated that the corporation would 
then furnish needed services to the Government nnder con¬ 
tract with the various Governmental agencies. This plan 
was undertaken with the encouragement of responsible Gov¬ 
ernment officials (App. p. 38-40). 

Following these discussions, seven of the members, all 
residents of the District of Columbia, and employees of the 
federal government executed the required certificate, and 
petitioner was incorporated on the 28th day of December, 
1926, as a charitable corporation under and by virtue of the 
provisions of sub-chapter three, Chapter XVIII of the 1901 
Code of Laws for the District of Columbia. 1 

The corporation, formed in December 1926, was originally 
named the Welfare and Recreational Association of Public 
Buildings and Grounds, Inc.; but petitioner’s name was 
changed in 1945 to Government Services, Inc. because of 
the feeling that the former name was awkward and too long 
for practical purposes and also because the Office of Public 
Buildings and Grounds had been done away with so that the 
former name had an implication that was no longer appli¬ 
cable (App. pp. 17, 45). The corporation succeeded to the 
assets formerly held by the Joint Welfare Service and these 
constituted its entire assets since the corporation has no 
stockholders and received no capital from any other source 
(App. pp. 19, 24). 

The Joint Welfare Agency obtained the small amount 
necessary to begin its limited operations by an out-of-pocket 
loan from one of its members. This loan was subsequently 
repaid so that at the present time no person has any inter- 

i“Any three or more persons of full age, citizens of the United States, a 
majority of whom shall be citizens of the District, who desire to associate 
themselves for benevolent, charitable, educational, literary, musical, scientific, 
religious, or missionary purposes, including societies formed for mutual im¬ 
provement or for the promotion of the arts, may make, sign, and acknowledge 

* • * and file in the office of the recorder of deeds • * • a certificate in writing 

# # # ff 

“Upon filing their certificates the persons who shall have signed and acknowl¬ 
edged the same and their associates and successors shall be a body politic and 
corporate •••.»» D. C. Com (1940) $$ 29-601, 29-602. 
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est whatsoever in the assets of Government Services (App. 

p. 106). 

The particular business and objects of the corporation 
were stated in the Certificate of Incorporation, as amended 
(App. p. 86) to be as follows: 

“(a) To operate cafeterias and newsstands in Fed¬ 
eral buildings for Federal employees, to render first 
aid in case of sickness or accident, to assist government 
employees in cases of emergency or distress along rec¬ 
ognized lines of welfare work, to conduct tourist camps, 
bathing pools, and to provide lunch and refreshment 
stands and recreational facilities (and to supply or to 
make available services and facilities) of all kinds for 
said employees and for the general public, with a view 
to helping the proper government officials to the fullest 
extent practicable to develop possibilities of the Fed¬ 
eral buildings and Federal property in the United 
States (to develop possibilities of the public buildings 
and property in the District of Columbia) for the 
health, safety and general welfare of government em¬ 
ployees, and of such of the public as may be legally ad¬ 
mitted thereto, by furnishing all service at minimum 
cost, with least exposure, and with special care for the 
health, comfort and convenience of all participating. 

“ (b) In the conduct of said business, the charges are 
to be made as low as practicable to safely maintain the 
credit required for its operation, and any additional 
profits realized to be expended in additional plant, 
equipment or supplies for the above purposes, and the 
extension of such business and facilities; no part of the 
profits to inure, in any event, to private gain, except in 
• so far as payments are made in the usual manner as 
wages and remuneration for services to employes of 
the Corporation.” 

Except for technical amendments and the change of name 
the present Certificate of Incorporation and By-Laws are 
the same as those adopted at the time of incorporation with 
an addition to the charter in 1944 to provide that all assets 
of the corporation would be transferred to the United 
States upon liquidation (App. p. 86). 
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Although petitioner possesses the legal capacity and at¬ 
tributes of a corporation there is no stock and there are no 
shareholders (App. p. 19). No part of the surplus inures 
to the benefit of any private individual and no private indi¬ 
vidual has made any capital investment in petitioner (App. 
p. 20). The By-Laws provide for four classes of member¬ 
ship—(a) active members, who participate in the election 
of the Board of Trustees of the corporation, (b) associate 
members who are allowed to attend meetings of the corpor¬ 
ation but who have no voice in the management of petition¬ 
er’s affairs, (c) honorary members and (d) insurance mem¬ 
bers (App. p. 20). Insurance members are limited to those 
employees of the Veterans Administration who hold policies 
under a group insurance policy administered by petitioner 
on their behalf. For its services in this matter petitioner 
receives payment designed to cover petitioner’s cost of ad¬ 
ministering the master policy (App. p. 20). 

The active members are restricted to the signers of the 
Certificate of Incorporation, and any official, officer or em¬ 
ployee in good standing and in the service of the United 
States, directly or through corporations controlled by the 
United States, or of the District of Columbia, whose grade 
is equal to or higher than Chief Clerk, or Chief of Section, 
Division or Bureau. Applicants can be elected to active 
membership only by a vote of the trustees of the corpora¬ 
tion and active members constitute the only class who may 
vote at the annual meetings (App. pp. 20, 95). 

The management of Government Services, Inc. is en¬ 
trusted to a Board of Trustees composed of nine active 
members. This Board establishes the policies to be fol¬ 
lowed and controls the expenditure of funds, the salaries to 
be paid employees, etc. The trustees receive no salaries 
at any time nor are they compensated for attending meet¬ 
ings (App. pp. 20, 30). There is a general manager em¬ 
ployed by the Board to execute the policies and to supervise 
petitioner’s activities. There is also a secretary-treasurer 
who meets with the Board of Trustees but is not a trustee 
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and therefore has no .vote in the considerations undertaken 
by the Board (App. pp. 55, 59,100). 

Regarding the work of the trustees, the Board of Tax 
Appeals found that “undoubtedly the community, both that 
permanently resident in the District, and the visitors 
thereto, benefit from petitioner’s activities”, (App. p. 31), 
and “its trustees are not governed by any desire other than 
to manage its affairs in an efficient way, free .from selfish 
considerations on their part” (App. p. 30). 

2. Operations. 

The financial limitation upon the petitioner’s opera¬ 
tions is that the activities undertaken as a whole must be 
self-sustaining (App. p. 75). The activities operated are 
those which help the Government develop possibilities of 
federal buildings and property for the health, safety and 
general welfare of Government employees and others le¬ 
gally admitted thereto by furnishing all services at mini¬ 
mum cost and with special care for the health, comfort and 
convenience of all participating. In acknowledgment of 
these objectives, all operations of the petitioner, whether 
or not income producing, are undertaken only after a re¬ 
quest by the government (App. pp. 40, 74, 75, 77); and 
when any activity is no longer fulfilling its purpose of aid¬ 
ing the Government, the Government can terminate the op¬ 
eration since the contract under which the various activities 
are operated provides that any activity may be discontinued 
upon sixty days’ notice (App. p. 201). 

Shortly after petitioner’s incorporation a contract was 
entered into between the petitioner and the Director of 
Public Buildings and Parks of the National Capital (App. 
p. 201) which recites: 

“ Whereas , the Director is desirous of providing cafe¬ 
teria, lunch stand, newsstand and bootblack stand fa¬ 
cilities in and about the public buildings and grounds 
for the convenience and comfort of Government em¬ 
ployees; also Tourist Camps, Tea Houses, Tennis 
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Courts and other Recreational Activities, on the Public 
Grounds for the said Government employees and for 
such of the General Public as may in the discretion of 
the said Director be entitled to use them, and 

*‘Whereas, the Concessionaire is desirous of aiding and 
assisting the Director in obtaining and operating the 
said facilities 

“Now, Therefore, this Memorandum of Agreement 
Witnesseth that in consideration of the Director for fur¬ 
nishing space for the facilities for carrying on the va¬ 
rious activities hereinbefore specified and of the Con¬ 
cessionaire operating them for the comfort and con¬ 
venience of those to be benefited thereby, the parties 
hereto agree to and with each other as follows: # • •” 
(Emphasis supplied) 

Thereafter, in the contract the Director set forth the ac¬ 
tivities it was desired that petitioner operate. The contract 
also provided that petitioner would equip concessions in a 
manner satisfactory to the Director; employ help satisfac¬ 
tory to and subject to discharge at the request of the Direc¬ 
tor and have the exclusive right to operate the activities at 
prices to be approved by the Director. The net profit was 
to be divided equally between the United States and peti¬ 
tioner. This contract continued in effect during 1948 al¬ 
though either party could terminate the contract upon six 
months’ notice or the operation of any facility upon 60- 
days’ notice (App. p. 201). Since the date of the “basic con¬ 
tract”, at the request of the Government and some of its 
independent agencies, petitioner has taken over additional 
units from time to time either under the basic contract or 
separate contracts similar thereto (App. p. 74). 

3. Sources of Income. 

The operations and activities of petitioner have greatly 
increased but remain within the scope of petitioner’s ob¬ 
jects and purposes. During 1948 petitioner operated 41 
cafeterias and lunch counters plus 30 snack bars (App. pp. 
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106, 110), some of which are covered by contracts other 
than the “basic contract” discussed but similar thereto. 
The soundness of petitioner’s pricing policies resulted in 
a relatively steady profit in the years 1932-1940 while peti¬ 
tioner quadrupled the number of patrons it served each 
year (App. p. 118). 

While these units are the principal source of petitioner’s 
income, they are not operated purely for profit or to obtain 
as much revenue from them as possible—which, of course, 
would be good business on the part of a commercial organi¬ 
zation. This is discernible from petitioner’s Exhibit 24 
(App. p. 118) which shows that in the year 1948 petitioner 
served in excess of twenty-one million trays and had there¬ 
from a net loss of $.002428 per tray. The increase in Gov¬ 
ernment activities in the Washington area during the War 
resulted in petitioner being called upon to furnish its serv¬ 
ices to a vastly increased number of patrons. Although 
petitioner’s eating facilities served 8,553,471 patrons in 
1939, the War activities boosted the number to 41,952,335 
in 1944 (App. p. 118). During the post-war period opera¬ 
tions were curtailed as activities were deactivated so that 
only 21,230,198 patrons were served during 1948, and during 
the period 1946-1948 petitioner incurred net losses aggre¬ 
gating $312,597.52 (App. p. 118), but during this period 
when many of the activities undertaken by petitioner dur¬ 
ing the War were being deactivated petitioner continued 
rendering the necessary service at a loss as long as the 
Governmental unit desired (App. pp. 74,116,117). 

During the pre-war period when operations were rela¬ 
tively stable, petitioner was able to reduce its profit per 
tray while making a small profit each year. The average 
profit per tray from 1932-1948 inclusive has been $.002225 
(App. p. 118). Petitioner’s primary purpose of perform¬ 
ing a service rather than making a profit is evidenced by 
the fact that petitioner’s profits in 1940 were less than in 
1932 in spite of the fact that there were more than four 
times as many patrons (App. p. 118). 
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Petitioner also operates a group of activities which it 
refers to as the “park activities.’’ These activities are 
operated by petitioner for, and at the request of, the Na¬ 
tional Park Service, and the Service approves the fees the 
public pays for the privileges and services made available 
to it. Some of these “park activities” petitioner operates 
itself and others it subcontracts to qualified parties subject 
to approval by the Government (App. p. 79). The peti¬ 
tioner does not receive commissions from any activities 
other than those it operates from the government through 
a sub-contractor. By turning these activities over to peti¬ 
tioner the National Park Service is relieved of the actual 
handling and supervision of this group of 33 small hetero¬ 
geneous activities which, in 1948 included the Washington 
Tourist Camp, swimming pools, the Hains Point Tea 
House, Washington Monument Lodge, Tidal Basin Boat 
House, tennis courts, Pierce Mill, Watergate Theater, and 
the C & 0 Canal Barge. (A complete list is in Pet. Exs. 
16-48, App. pp. 106-109.) 

The petitioner has also undertaken to operate such facili¬ 
ties as Veteran’s Housing at the request of the District 
Commissioner (App. p. 75) and established check-cashing 
facilities in the Army and Navy Departments to assist new¬ 
comers to Washington (App. p. 75). Typical of other ways 
in which petitioner was of assistance to the government was 
in the lending of funds to newly established government 
departments which did not have established welfare asso¬ 
ciations which could make loans to new employees. Any 
loss on these loans was absorbed by the petitioner (App. 
p. 76). No substantial part of petitioner’s activities is 
carrying on propaganda or otherwise attempting to influ¬ 
ence legislation (App. p. 41). 

As petitioner’s general manager pointed out, the re¬ 
quests for particular activities have come from the official 
in eharge of the activity desiring the service, for example, 
the request to operate the Hains Point Tea House, came 
from Mr. Root (Superintendent, National Park Service) 
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in the Interior Department (App. p. 77). It has also been 
petitioner’s policy not to undertake operations competing 
with private parties (App. p. 45), although the petitioner 
accepts the government’s ruling as to the desirability of 
operating any particular facilities (App. p. 80). 

During its expansion the petitioner has remained true to 
the objectives recited in the Certificate of Incorporation 
and has sought to render those services requested by the 
government which would lessen the burden of government 
through services to government employees or through aid¬ 
ing the government to develop the possibilities of its prop¬ 
erties (App. pp. 40, 50, 67, 74, 77). During 1948 the peti¬ 
tioner operated 41 cafeterias and lunch counters, 30 snack 
bars, 33 park and recreational activities and 5 miscellaneous 
activities (App. pp. 106, 110). From its tiny beginning it 
had been so strengthened that it was able effectively to 
assist the Government in this large number of activities in 
the Washington area as well as to undertake the manage¬ 
ment of Fontana Village, a summer resort in North Caro¬ 
lina, upon the request of the Tennessee Valley Authority 
(App. p. 69). 

4. Uses of Income. 

Petitioner’s character as a charitable institution is clearly 
shown by the way it has used the income derived from these 
sources. The uses of petitioner’s income have been as 
follows: 

(1) In order to improve and expand its services peti¬ 
tioner consistently reinvested a large part of its net profits 
in the various facilities. These improvements serve to add 
value to the government property upon which they are lo¬ 
cated, and to improve the quality of the services rendered. 
Thus, the greatest part of the income remaining after pay¬ 
ments to the government and donations to the welfare soci¬ 
eties is channeled back to improving the services rendered, 
thus relieving the burden of the government in rendering a 
service to those who use the facilities (App. p. 45). 
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(2) The primary consideration is that petitioner’s activi¬ 
ties must be self-sustaining in the aggregate. Thus, if peti¬ 
tioner is operating certain activities which the government 
feels necessary but which must inherently show a loss, it 
follows that the petitioner must also operate activities 
which show a profit. Since petitioner has no capital and 

1 receives no government subsidy, there is only earned sur¬ 
plus to draw upon during those years in which a loss is in¬ 
curred for the overall operations. It is apparent that peti¬ 
tioner must set aside a reserve that will allow continued 
operation of all services during years when petitioner fails 
to achieve even a small profit. Thus, petitioner has used 
certain amounts of its profits to create a reserve that will 
enable it to undertake new services upon request by the 
government and to survive net losses such as encountered 
during 1946-1948 (App. pp. 24, 67). 

(3) The petitioner has paid to the government under its 
master contracts for operating units $1,439,590.62 (R. p. 
144) and it has paid $195,070.99 (R. p. 145) to the gov¬ 
ernment for those units which it operates on an individual 
contract basis rather than under one of the contracts cover¬ 
ing numerous activities such as petitioner’s Exhibit 1. 
These payments were in lieu of rental or franchise fee. 

(4) It has been petitioner’s policy to make donations to 
welfare societies of the various departments in which it 
operates activities. It has been customary to donate to the 
recognized welfare societies an amount equal to 10% of 
petitioner’s profit realized from the particular unit during 
the calendar year. It should be noted that this donation is 
contingent upon the profit of the individual unit rather than 
that of petitioner’s entire operations, and a loss in one year 
has no effect upon the computation of the donation in a sub¬ 
sequent year (App. pp. 23, 70). The Board of Tax Appeals 
in Welfare Association of the United States Department of 
Agriculture v. District of Columbia, D. C. B. T. A. Docket 
No. 473 (1941), approved one of these welfare societies as 
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being a tax exempt charitable association and $224,183.07 
has been donated by petitioner to these welfare societies 
(R. p. 147). 

(5) Petitioner makes donations annually to organized 
charities (App. p. 51). In addition, certain extraordinary 
services were rendered when requested such as loans to new 
government departments not having welfare societies in or¬ 
der that employees might be given loans needed before their 
first pay check (App. p. 76, R. p. 147) and check cashing 
units were established during the War in certain units to 
cash government and personal checks for employees since 
adequate facilities for this purpose were not available 
through normal commercial sources (App. p. 75). 

STATUTES INVOLVED. 

D. C. Code (1940 S'upp. VII) §47-1554, 61 Stat. 334 
(1947): 

“Exempt organizations. 

The following organizations shall be exempt from 
taxation under this Article: • • • 

(d) Corporations, and any community chest, fund, 
or foundation, organized and operated exclusively for 
religious, charitable, scientific, literary, or educational 
purposes, or for the prevention of cruelty to children 
or animals, to a substantial extent within the District, 
no part of the net earnings of which inures to the 
benefit of any private individual or shareholder, and no 
part of the activities of which is carrying on propa¬ 
ganda, or otherwise attempting to influence legislation. 

• • * 

(f) Civic leagues or organizations not organized for 
profit but operated exclusively for the promotion of 
social welfare, or local associations of employees, the 
membership of which is limited to the employees of a 
designated person or persons in a particular munici¬ 
pality, and the net earnings of which are devoted prin¬ 
cipally to charitable, educational, or recreational pur¬ 
poses within the District.” 
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D. C. Code (1940) § 47-1208, 32 Stat. 620 (1902): 
“Personal property eooempt from tarnation. 

The following personal property shall be exempt 
from taxation. 

First. The personal property of all library, benevo¬ 
lent, charitable, and scientific institutions incorporated 
under the laws of the United States or of the District of 
Columbia and not conducted for private gain.” 

STATEMENT OF POINTS. 

1. The Board of Tax Appeals of the District of Columbia 
erred in its decision that petitioner was not exempt from 
the District of Columbia franchise and personal property 
taxes since petitioner was organized and operated exclu¬ 
sively to aid the government and such operations constitute 
a charitable purpose. 

2. The Board of Tax Appeals of the District of Colum¬ 
bia erred in its decision that petitioner was not exempt from 
the District of Columbia franchise tax since petitioner is a 
citizens’ league or organization, not operated for profit but 
operated exclusively for the promotion of social welfare. 

SUMMARY OF ARGUMENT. 

Since all the evidence was drawn from petitioner’s rec¬ 
ords or the testimony of its officials, there is little dispute 
except as to legal conclusions to be drawn from these facts. 
The petitioner has shown that from inception through 1948 
it operated service facilities on government property and 
at government request to help the government officials to 
develop possibilities of the federal property for the health, 
safety and general welfare of those using the property. 
A fundamental assumption of the oBard of Tax Appeals 
was that “the United States is not an object of charity” 
(App. p. 30) and hence petitioner was not exempt. Au¬ 
thorities dating at least from 1601 and including the United 
States Supreme Court, e.g., Vidal v. Girard’s Ex’rs., 2 How. 
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127 (1844), this Court, e.g., International Reform Federa¬ 
tion v. District Unemployment Compensation Board, 76 
App. D. C. 282,131 F. 2d 337 (1942), and the Board of Tax 
Appeals itself, e.g., Welfare Association v. District of Co¬ 
lumbia, D. C. B. T. A. Docket No. 473 (1941), have held that 
lessening the burden of government constitutes a charitable 
activity. 

Further, the Board seems to limit charity to alms-giving 
by stating ‘‘It cannot, of course, he seriously contended that 
the government employees, or residents of the District of 
Columbia, or tourists availing themselves of the cafeteria 
and other food services of Petitioner, the recreational facil¬ 
ities which it provides are the gift shops, popcorn vending 
machines, cigarette vending machines, pin-ball machines 
and the like, are objects of charity, # * •” (App. p. 29). 
However, petitioner contends that the government em¬ 
ployees and others constitute a suitable group of indefinite 
size which may properly he (and here are) beneficiaries of 
the work of a charitable institution. 

Apparently the Board concluded that all petitioner’s net 
income is not devoted to charitable purposes because part 
of such income is retained by the petitioner and not imme¬ 
diately distributed to a charitable organization (App. p. 29). 
Petitioner’s charter recites the purposes for which a reserve 
is to be accumulated (App. p. 87), and by so doing it does 
not change its status from a charitable to a non-charitable 
institution. Contrary to the fears of the Board, the peti¬ 
tioner’s trustees cannot of their own volition divert its sur¬ 
plus to a non-charitable purpose. 

The Board’s concept of charity as shown by the “Memo¬ 
randum” (App. p. 27 et seq.) is completely novel and un¬ 
supported. Only eight years ago the Board (Morgan, 
Member Sole) reached the conclusion that petitioner was a 
charitable institution (Tr. p. 33, D. C. B. T. A. Docket No. 
495 (1942)). The facts have not changed but the Board’s 
concept of “charity” has. See Welfare Association v. Dis¬ 
trict of Columbia, D. C. B. T. A. Docket No. 473 (1941). 
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2. If this Court should conclude that petitioner is not op¬ 
erated for charitable purposes, the petitioner contends that 
it is nevertheless exempt from the franchise tax under 
D. C. Code (1940 Supp. VII) §47-1554(f). Petitioner is 
squarely within the definition of a “civic League” estab¬ 
lished by United States v. Pickwick Electric Member skip 
Corp. y 158 F. 2d 272, 276 (6th Cir. 1946), and if not operated 
for “charitable purposes” at least its purposes are for the 
“promotion of social welfare.” The Board distinguishes 
this case by attributing some poisonous inference to the re¬ 
serve accumulated by petitioner (App. p. 31). Since the 
reserve cannot be used for any purpose other than the pro¬ 
motion of the purposes for which petitioner was organized, 
it seems that petitioner’s sin is being prepared for economic 
reversals. 

There is no provision in any of the exempting statutes 
which requires the distribution of all income. The Board 
has embroidered a limitation of its own on the exempting 
statutes which only require that the amounts distributed he 
devoted to certain, i.e., charitable or social welfare, pur¬ 
poses. 


ARGUMENT. 

L 

The Board of Tax Appeals of the District of Columbia 
Erred in Its Decision That Petitioner Was Not Exempt 
From the District of Columbia Franchise and Personal 
Property Taxes Since Petitioner Was Organized and Oper¬ 
ated Exclusively to Aid the Government and Such Opera¬ 
tions Constitute a Charitable Purpose. 

1. In order for petitioner to be exempt from the franchise 
tax under § 47-1554 (d), it must show that it is 

(1) a corporation; 

(2) organized and operated exclusively for charitable 
purposes; 
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(3) To a substantial extent within the District; 

(4) No part of the net earnings of which inure to the 
benefit of any private individual or shareholder, and 

(5) No part of which is carrying on propaganda or oth¬ 
erwise attempting to influence legislation. 

The Board of Tax Appeals found that petitioner is a Dis¬ 
trict of Columbia corporation (App. p. 17). The Board 
also found that no part of its net earnings inure to the ben¬ 
efit of any private individual or shareholder (App. p. 20). 
Petitioner’s statement of operations for 1948 (App. p. 106) 
shows that the greatest part of petitioner’s activities are 
conducted within the District, and petitioner’s president 
has testified that no part of the activities is carrying on 
propaganda or otherwise attempting to influence legislation 
(App. p. 40). Therefore, the only question remaining is 
whether petitioner is organized and operated exclusively 
for a charitable purpose. 

In order for the personal property of the petitioner to be 
exempt from taxation under § 47-1208, the property must 
belong to a charitable institution incorporated under the 
laws of the United States or the District of Columbia and 
not conducted for private gain. The finding of the Board 
that no part of the earnings of the petitioner inure to any 
private individual and that petitioner is a District corpora¬ 
tion leaves only the question as to whether petitioner is a 
charitable institution. Thus, the issue under § 47-1554 (d) 
and § 47-1208 is the same. 

The concept of charitable corporations has grown from 
the older concept of charitable uses. This Court in con¬ 
struing a statute exempting corporations “ organized and 
operated exclusively for • • • charitable • • * purposes” 
from the District of Columbia Compensation Unemploy¬ 
ment Act (D. C. Code (1940 Supp. VII) §46-301(b), 49 
Stat. 946 (1936)) stated that Congress included in the defi¬ 
nition of charitable “those organizations commonly desig¬ 
nated charitable in the law of trusts. Consequently, we may 
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draw analogy from the trust cases. ” International Reform 
Federation v. District Unemployment Compensation Board, 
76 App. D. C. 282, 284,131 F. 2d 337 (1942). 

This Court followed the same procedure in Pennsylvania 
Company For Insurance on Lives v. Helvering, 62 App. 
D. C. 254, 66 F. 2d 284 (1933), in which it construed an 
exemption under the estate tax of all bequests for the use 
of any corporation organized and operated exclusively for 
charitable purposes. Judge Groner based his definition of 
the word “charitable” upon precedents found in the law 
of trusts. This same procedure has been followed in other 
jurisdictions, e.g., In re Kennedy’$ Estate, 240 App. Div. 
20, 269 N. Y. S. 136 (1st Dep’t 1934), affirmed 264 N. Y. 691, 
191 N. E. 629; Matter of Beekman’s Estate, 232 N. Y. 365, 
134 N.E. 183 (1921). 

Charitable uses were recognized by the famous statute of 
43 Eliz. c. 4 (1601), which was entitled “An Act to Redress 
the Misemployment of Lands, Goods, and Stocks of Money 
Heretofore Given to Certain Charitable Uses”. Among the 
charitable uses enumerated in the statute were those for 
the repair of bridges, ports, harbors, causeways, churches, 
seabanks, highways and other taxes. Thus, the Board of 
Tax Appeals, notwithstanding, it would appear that the 
sovereign has long been a proper object of charity. 

The courts in this country have held that the objects re¬ 
cited by this statute are not all exclusive but may be ex¬ 
tended to other objects that come within the statute by 
analogy. Vidal v. Girard’s Ex’rs., 2 How. 127 (U. S. 1844); 
Franklin Square House v. City of Boston, 188 Mass. 409, 
74 N. E. 675 (1905). 

This Court in International Reform Federation v. Dis¬ 
trict Unemployment Compensation Board, su/pra, at 284, 
131 F. 2d at 339, stated that: 

“We know of no modern case in which the definition 
has been confined strictly to the enumeration found in 
the Statute of Elizabeth. On the contrary, * • • ‘the 
differing condition, character, and wants of communi- 
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ties and nations, change and enlarge the scope of char¬ 
ity and where new necessities are created new char¬ 
itable uses must be established.’ ” 

This Court then quoted the definition given by Chief Jus¬ 
tice Fitzgibbons that “If the benefit is one which the 
founder believes to be of public advantage and his belief is 
rational and not contrary to the general law of the land or 
the principles of morality, the gift is charitable in the eyes 
of the law.” 

Perhaps, the most famous definition is that of Mr. Binney 
in Vidal v. Girard*s Ex’rs., supra, quoted in Ould v. Wash¬ 
ington Hospital, 95 U. S. 303, 311 (1877) that: 

“Whatever is given for the love of God, or the love of 
your neighbor, in the catholic and universal sense— 
given from these motives and to these ends, free from 
the stain or taint of every consideration that is per¬ 
sonal, private, or selfish.” 

The Ould case also quoted the definition from Perry on 
Trusts that: 

“A charitable use, where neither law nor public pol¬ 
icy forbids, may be applied to almost any thing that 
tends to promote the well-doing, well-being of social 
man.” Id. 

These definitions establish beyond a doubt that charity is 
not limited to mere alms-giving since charity in the legal 
sense has a wide signification which embraces the improve¬ 
ment and promotion of the happiness of man. See Bruce 
v. Young Men*s Christian Association, 51 Nev. 372, 277 Pac. 
798 (1929); New England Sanitorium v. Stoneham, 205 
Mass. 335,91 N. E. 385 (1910); Jackson v. Phillips, 14 Allen 
539 (Mass. 1867). 

Under these definitions it is very clear that charitable 
purposes include reduction of taxation and lessening the 
burdens of government. 10 Am. Jur. Charities, § 79. Re¬ 
statement of Trusts, § 368 (1935) states: 
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“Charitable purposes include: • • • (d) the promo¬ 
tion of health; (e) governmental or municipal pur¬ 
poses; (f) other purposes aforementioned and advan¬ 
tages beneficial to the community.” 

Bogert on Trusts, §373 (1935), states that: 

“A trust for the purpose of supplying a community 
with facilities ordinarily furnished at the expense of 
taxpayers is charitable.’’ 

See Annotation, Provision for Public Utility for Conven¬ 
ience Commonly Supplied at Expense of Taxpayers as 
Subject of Valid Charitable Trusts, 50 A. L. R. 593 (1927), 
citing numerous cases sustaining this proposition. 

In speaking of charitable purposes which lessen the bur¬ 
den of Government, Zollman, American Law of Charities, 
§ 326 (1924), states that: 

“In addition to these standard subjects of municipal 
charities [schools and libraries], there are others such 
as the erection and maintenance of public buildings, 
public memorials, and national guard armories, or the 
payment of the expense of a town or of the debt of a 
state of the United States which are in the same class.” 

Public parks are approved because they “afford to the 
denizens of crowded quarters amusement of a clean and 
healthy character.” Zollman, supra, § 321. So contribut¬ 
ing to the maintenance and improvement tends to lighten 
the public burden and is therefore a charitable purpose. 
Burr v. Boston, 208 Mass. 357,95 N. E. 208, 34 L. R. A. N. S. 
45 (1911). Zollman also states that the recognition extends 
to everything that makes the parks attractive including im¬ 
provements (§322) and trees on public grounds (§323). 
One of the tests as to whether a particular purpose is char¬ 
itable is whether it would be a proper function for the gov¬ 
ernment itself to perform, e.g., Fire Insurance Patrol v. 
Boyd, 120 Pa. 624, 1 L. R. A. 417 (1888); Burr v. Boston, 
supra. 
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The will upheld in Vidal v. Girard’s Ex’rs, supra, at 134, 
191, provided in part that: 

“XXIV. And as it regards the remainder of said 
residue of my personal estate, in trust, to invest the 
same in good securities, and in like manner to invest 
the interests and income thereof from time to time, so 
that the whole shall form a permanent fund, and to 
apply the income of the said fund: 

• • • 

“2d. To enable the corporation of the city of Phila¬ 
delphia to provide more effectually than they now do, 
for the security of the persons and property of the in¬ 
habitants of the said city, by a competent police, ***. 

“3d. To enable the said corporation to improve the 
city property, and the general appearance of the city 
itself, and, in effect, to diminish the burden of taxation, 
now most oppressive, especially of those who are the 
least able to bear it.... 

“To all which objects, the prosperity of the city, and 
the health and comfort of its inhabitants, I devote the 
said fund • • * 

Justice Story held that “the trusts [including the one 
above and others for educational purposes and for internal 
improvements] are of an eleemosynary nature, and char¬ 
itable uses in a judicial sense * * * .” 

The Board of Tax Appeals of the District of Columbia 
in Welfare Association of the United States Department of 
Agriculture v. District of Columbia, D. C. B. T. A. Doc. No. 
473 (1941), discussed some of the authorities above cited, 
and it found that the purpose of the petitioner therein was 
charitable because “the services supplied are those which 
properly could, and should be, supplied by the federal gov¬ 
ernment. By supplying such petitioner lessens the burden 
of government.” From these authorities it should be evi¬ 
dent that petitioner’s function of aiding the government 
through the operation of cafeterias and park activities is a 
proper function for a charitable institution. 

The findings of the Board were to the effect that the com¬ 
munity benefited from petitioner’s operations (App. p. 31). 
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The Board concluded, however, that the community would 
benefit from any service organization and by inference im¬ 
plied that petitioner’s position was indistinguishable from 
that of commercial restaurants and other like institutions. 
The clear distinction, however, is that the petitioner’s pur¬ 
pose is not to make profits but to aid the United States to 
the ultimate benefit of those using the federal property. 
Mr. Binney’s definition, supra page 19, shows the impor¬ 
tance of this purpose and the selflessness with which it is 
carried out. 

As a charitable institution petitioner satisfies the limita¬ 
tions shown by the discussion in Hamburger v. Cornell Uni¬ 
versity , 204 App. Div. 664, 199 N. Y. S. 369 (3rd Dep’t. 
1923), affirmed 240 N. Y. 328, 148 N. E. 539, in which it was 
stated that: 

“The term * charitable’ is frequently thought to 
mean simply the giving of alms, the relief of the poor, 
and the care of the sick and distressed, who are unable 
through poverty to adequately care for themselves. 
The term has, however, a broader significance, denoting 
all the kindly inclinations which men ought to bear 
toward each other, and which prompt them to promote 
the general welfare, without respect -to poverty or 
riches, class or condition, and free from all invidious 
distinctions. As used in this general sense, the term 
‘charitable’ has a wide application to gifts proceeding 
from true benevolence for any purpose favorable to 
one’s fellow men. In a legal and political sense, how¬ 
ever, charitable purposes are confined within narrower 
limits, and not all such benefactions, although they may 
meet the test of being the result of a true benevolent 
disposition, are legal charities, [citing cases] ” 

‘ The essential elements of a public charity are that 
it is not confined to privileged individuals, but is 
open [under needful and proper regulations] to the 
indefinite public. It is this indefinite, unrestricted 
quality that gives it its public character’ Doyle v. 
Whalen , 87 Me. 414, 425, 32 Atl. 1022, 1025 (31 
L.R.A. 118). 

It manifests itself in benefactions actuated by love 
for mankind, as distinguished from the love of kin- 
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dred or intimate friends or close associates. Matter 
of Beekman, 232 N. Y. 365, 134 N. E. 183.’ ’ 

As detailed in the Statement of Facts, petitioner has 
devoted its net income to three purposes: (1) expansion of 
its services and the creation of a reserve contingency, (2) 
donations to welfare associations in the government depart¬ 
ments in which petitioner maintains cafeterias and (3) do¬ 
nations to other recognized charitable organizations. 

It is this use of its income which finally removes any 
doubt that petitioner is a charitable institution, and the fact 
that much income is retained does not change petitioner’s 
character. Judge, later Justice, Cardozo in Butterworth v. 
Keller, 219 N. Y. 446, 114 N. E. 803 (1916), in considering 
whether or not a school for girls was a charitable institu¬ 
tion stated: 

“It is established law in this State that a gift for the 
promotion of education or learning is a gift for chari¬ 
table uses [citing cases]. This rule is the same in Eng¬ 
land [citing authorities]; in the Supreme Court of the 
United States [citing cases] and in the highest court of 
sister States [citing cases]. Many other cases to the 
same effect might be cited. There is no conflict of opin¬ 
ion anywhere. The rule, of course, is different where 
the school or other institution is maintained for the 
profit of its owners. The purpose must be for the pro¬ 
motion, not of private profit, but of public learning 
[citing cases]. It is not charity to aid a business enter¬ 
prise. But the fact that fees are charged is not con¬ 
trolling. Parks v. Northwestern University, 218 Ill. 
381; Matter of MacDowell, 217 N. Y. 454, 464. Most of 
our universities and hospitals would be excluded by 
such a test. Yet universities and hospitals are unques¬ 
tionably public charities ( Parks v. Northwestern Uni¬ 
versity, supra; Schloendorff v. Society of the New York 
Hospital, 211 N. Y. 125,127). What controls is not the 
receipt of income hut its purposes. Income added to 
the endowment helps to make it possible for the work to 
go on. It is only when income may he applied to the 
profit of the founders that business has a beginning and 
charity an end. The line of division is the same whether 
the gift is devoted to education or to the relief of the 
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poor, the halt and the blind. Charity ministers to the 
mind as well as to the body. ,, (Emphasis supplied.) 

The Butterworth case held that any income of the school 
must be added to the endowment rather than distributed to 
the founder or other private parties since there was no pro¬ 
vision for such a party to receive the income. Thus, the 
factual situation is much the same as with petitioner’s 
earned surplus, since the charter establishes certain uses 
to be made of the income and there is no provision for pay¬ 
ment to a private person. See page 5, swpra. 

Other authorities have similarly held that if charges are 
necessary to the conduct of the institution’s activities the 
mere fact that fees are charged does not make the institu¬ 
tion other than charitable provided that no profits are dis¬ 
tributed to private parties. See Lancaster v. Perkins 
School, 323 Mass. 418, 82 N. E. 2d 883 (1949); Boston Sym¬ 
phony Orchestra, Inc. v. Assessors of Boston, 294 Mass. 
248, 1 N. E. 2d 6 (1936). This is true even though the ac¬ 
tivities must realize a profit in order to fulfill its charitable 
purpose. Commissioner v. Orton, 173 F. 2d 483 (6th Cir. 
1949); Koon Kreek Klub v. Thomas, 108 F. 2d 616 (5th Cir. 
1939). It is quite common for charitable activities to amass 
their income for improvement of their property rather than 
distributing it, e.g., Luihercm Hospital Ass’n. v. Baker, 40 
S. D. 226,167 N. W. 148 (1918); Charlesbamk Homes v. City 
of Boston, 218 Mass. 14,105 N. E. 459 (1914). 

If it is established that the petitioner could properly ac¬ 
cumulate some of its income for expansion of the charitable 
services which it was created to render, is there some sin 
in allowing this surplus to grow to such a point that the 
Board of Tax Appeals apparently finds it excessive (App. 
p. 29) ? The Board found that petitioner had consistently 
followed the policy of donating to charities less than % of 
its income, although it did make small donations during the 
period 1946-1948 in which it actually suffered substantial 
losses (App. p. 29). But the Board did not find that any 
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retained income had been diverted to purposes other than 
expansion. 

The Board found that the amendment to petitioner’s 
charter stating that upon liquidation of petitioner all assets 
should be transferred to the United States “can be elimi¬ 
nated or modified by subsequent amendments” and “is not 
in any sense a contract”. (Appendix page 30). However, 
there would seem to be very real reasons why the petitioner 
could not dispose of its assets in any manner contrary to 
the charter. Petitioner is incorporated under an Act of 
Congress (D. C. Code (1940) § 29-601) which does not 
authorize incorporation for commercial purposes. Fur¬ 
ther, charters of incorporation have long been held to con¬ 
stitute valid contracts. See Dartmouth College v. Wood¬ 
ward, 4 Wheat. 518, 643 (1819); Fletcher Corporations 
§§3657, 3660, 3724 (Perm. Ed. 1931). 

The charter, although it stands on a somewhat different 
footing than contracts between private parties, is usually 
regarded as a contract between the state and the corpora¬ 
tion and its members, between the corporation and its 
stockholders, and between the stockholders themselves, 
Fletcher, supra, § 3657. A charter granted by Congress is 
as much a contract as a charter granted by a state. 
Fletcher, supra, § 3666. Since a charter is a contract and it 
cannot be amended by the unilateral act of either party, any 
amendment to the corporate charter must be accepted to 
have binding effect. Fletcher , supra, § 3724. Even if the 
United States were to permit a complete change in petition¬ 
er’s character, this could only be done with unanimous con¬ 
sent of all petitioner’s members, since the Board of Trus¬ 
tees would not have the power to seek so fundamental a 
change in petitioner’s character. See Fletcher, supra, 
§ 3684; Wright v. Minnesota Life Insurance Co., 193 U. S. 
657, 663 (1904). 

The reserve is equally well protected from any attempt 
by the trustees to use it for an unauthorized purpose with- 
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out changing the charter. Zoilman, American Law of Char¬ 
ities, § 476 (1924) states that: 

“Since financial profit is not the purpose of a char¬ 
itable corporation, any attempt by such members to ex¬ 
tract a profit for themselves out of the corporation is a 
wrongful act. ‘A charitable corporation is but a trus¬ 
tee for the public and to give its assets to its members 
would be a perversion of the trust.’ While possibly 
corporations may dissolve and distribute their assets 
among their shareholders, a charitable society holding 
funds in trust cannot, therefore, on dissolution, appro¬ 
priate those funds to its members. The forty-nine re¬ 
maining members of the corporation, which at one time 
had nearly 5,000 members, but which still owns prop¬ 
erty worth over one hundred thousand dollars, cannot, 
because they feel the need of a little money ‘ take a 
donation’ of $1500 each from the corporation ‘for past 
services’. Even where a charitable corporation is 
wound up under the insolvency status, if a surplus re¬ 
mains after the debts are paid, such surplus must be 
applied to the charity and cannot be diverted to the 
members.” 

In the event such a distribution was attempted any mem¬ 
ber could bring action against the Trustees for an account¬ 
ing. See Fire Insurance Patrol v. Boyd, 120 Pa. St. 624, 
1L. R. A. 417 (1888). Thus, there is no means by which the 
surplus can possibly be diverted to a use other than those 
authorized by petitioner’s charter. 

Petitioner has shown through its witnesses and exhibits 
a continuity in purpose and type of operations. Only eight 
years ago the District of Columbia challenged petitioner’s 
status as a charitable corporation in Welfare and Recrea¬ 
tional Association of Public Buildings and Grounds, Inc. v. 
District of Columbia, D. C. B. T. A. Doc. No. 495 (1942). 
The Board there held petitioner exempt on the authority of 
Welfare Association of the United States Department of 
Agriculture v. District of Columbia, D. C. B. T. A. Doc. No. 
473 (1941). While the doctrine of collateral estoppel has 
only limited application in tax cases, there is no question 
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present which did not appear in this prior case before the 
Board of Tax Appeals and in the absence of any snch new 
facts, petitioner submits that great weight should be given 
the previous decision of the Board. See Commissioner v. 
Surmen, 333 U. S. 591 (1948); Tait v. Western Maryland 
Ry., 289 U. S. 620 (1933); Decision, 22 So. Calif. L. Rev. 213 
(1949). The Board did not find any change either in fact 
or in law to distinguish the present situation from that in 
1939 (the tax year therein involved). However, it merely 
stated that the ruling is not now binding and “the file in 
that case does not show on what facts it was based in suf¬ 
ficient detail to reveal whether petitioner’s activities in that 
year were similar to those in 1948” (App. p. 31). Petition¬ 
er’s president testified that there had been no change in 
the kind of operations conducted by petitioner since he be¬ 
came a director in 1944 (App. p. 46), and petitioner intro¬ 
duced in evidence its operating statements and minutes for 
the period of its entire corporate existence (R.pp. 126,143). 
The Board did not even bother to distinguish its former 
decision or even cite the authority which it formerly thought 
completely disposed of the question, i.e., Welfare Associa¬ 
tion v. District of Columbia, D. C. B. T. A. Doc. No. 473 
(1941). 

Thus, petitioner’s position that it was exempt from the 
taxes assessed is clearly within the authority of deci¬ 
sions of the Supreme Court of the United States and of this 
Court. The governing rule was established by Ould v. 
Washington Hospital, supra (which was an appeal from the 
Supreme Court of the District of Columbia), International 
Reform Federation v. District Unemployment Compensa¬ 
tion Board, supra, and Pennsylvania Company for Insur¬ 
ance v. Helvering, supra. 

If the definition of charity is at this time to be narrowly 
construed to include only alms-giving, these well considered 
authorities should at least be overruled by name rather 
than completely ignoring them as did the Board. Peti¬ 
tioner is confident that this Court will reaffirm its well es- 
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tablished and consistent position that aiding the United 
States is a charitable purpose. 

n. 

The Board of Tax Appeals of the District of Columbia 
Erred in Its Decision That Petitioner Was Not Exempt 
From the District of Columbia Franchise Tax Since Peti¬ 
tioner Is a Citizens’ League or Organization, Not Operated 
for Profit but Operated Exclusively for the Promotion of 
Social Welfare. 

If this Court finds itself in agreement with petitioner’s 
contentions that it was exempt from the taxes assessed as a 
corporate institution organized and operated exclusively 
for charitable purposes, it is unnecessary to determine this 
second point. However, if this Court finds that petitioner 
does not come within the scope of the exempting provisions 
of these statutes, petitioner’s position that it is a civic 
league or organization not organized for profit but operated 
exclusively for the promotion of social welfare must be con¬ 
sidered. As such it is, of course, exempt from the franchise 
tax. D. C. Code (1940 Supp. VII) § 47-1554 (f). The ques¬ 
tion as to whether petitioner was organized for profit is dis¬ 
posed of by the finding of the Board that petitioner was not 
(App. p. 20). 

If its activities cannot be considered “charitable”, they 
at least qualify as being “for the promotion of social wel¬ 
fare” since it is obvious from the preceding discussion that 
petitioner is endeavoring to aid those who use the govern¬ 
ment buildings and parks. This question was determined 
in United States v. Pickwick Electric Membership Corp .„ 
158 F. 2d 272, 276 (6th Cir. 1946), in which the taxpayer 
was ruled exempt from the federal income tax under the 
substantially identical terms of 101 (8) of the Internal 
Revenue Code which provides as follows: 

“(8) Civic leagues or organizations not organized 
for profit but operated exclusively for the promotion of 
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social welfare, or local associations of employees, the 
membership of which is limited to the employees of a 
designated person or persons in a particular munici¬ 
pality, and the net earnings of which are devoted exclu¬ 
sively to charitable, educational, or recreational pur¬ 
poses;” 

There the taxpayer was organized by certain residents to 
obtain electricity for the rural community in which they 
lived. It benefited many unincorporated community cen¬ 
ters, rural districts, schools and towns by its services. By 
its purchase from a pre-existing power company of its dis¬ 
tribution system the taxpayer acquired and served approxi¬ 
mately 1,600 new consumers who had not previously been 
members of the cooperative. The cooperative served some 
consumers who were not members and charged them rates 
approximately the same as was charged by the private 
power company whose transmission system had been ac¬ 
quired by the cooperative electric company, and these rates 
were higher than the cooperative charged its own members. 

In determining that the taxpayer was exempt under Sec. 
101 (8), the Sixth Circuit ruled that the cooperative must 
be: (1) a civic league organization, (2) not organized for 
profit and (3) operated exclusively for the promotion of 
social welfare. The Court held that: 

“It is not necessary that its net earnings be devoted 
exclusively to charitable, educational or recreational 
purposes, as that provision of the subsection pertains 
only to local associations of employees, and is not ap¬ 
plicable to civic leagues or organizations such as the 
appellee. Hanover Imp . Soc. v. Gagne, 1 Cir., 92 F. 2d 
888 . 

“No serious contention appears to be made that ap¬ 
pellee is not a civic league or organization. 1 Civic’ is 
defined as pertaining to a city or a citizen; relating to 
the community. A civic league or organization em¬ 
bodies the idea of citizens of a community cooperating 
to promote the common good and general welfare of 
people of the community. It seems clear that appellee 
falls within such a classification. Garden Homes Co. 
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v. Commissioner, 7 Cir., 64 F. 2d 593; Debs Memorial 
Radio Fund v. Commissioner, 2 Cir., 148 F. 2d 948, 951; 
Amalgamated Housing Corporation v. Commissioner, 
37 B. T. A. 817, 825 [affirmed on order, 2 Cir., 108 F. 2d 
1010].” 

As in the instant case the court found that “It was sound 
business judgment to establish rates that would not result 
in an operating loss and the resulting margin of safety, al¬ 
located in advance to the cooperative purpose of the organi¬ 
zation, is not the profit motive contemplated by the stat¬ 
ute.” (Id. at 276.) Thus, the fact that some profit was 
realized through the sales to private individuals other than 
members was not controlling since financial gain was not 
the end to which the transactions were directed. 

The merits of petitioner’s contentions under this statute 
are emphasized by the fact that the Commissioner of Inter¬ 
nal Revenue in a letter dated June 15, 1938, reprinted in 
full at page 210, et seq., of the Appendix, found that peti¬ 
tioner is entitled to exemption under this section. The 
Commissioner also stated that the petitioner need not file 
federal income tax returns for subsequent years so long as 
there is no change in the form of organization, the purposes 
or methods of operation (App. p. 123). As the Board 
points out, this letter was written without a hearing, but 
the Commissioner’s views and reasoning show that the facts 
presented do not differ in any substantial way from those 
found by the Board. 
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CONCLUSION. 

Petitioner was therefore, exempt from the payment of 
District of Columbia franchise, motor vehicle and personal 
property taxes. Accordingly, petitioner urges that this 
Court reverse the decisions of the Board of Tax Appeals. 

Respectfully submitted, 

John W. Cross, 

Cary McN. Euwer, 

John B. Huffaker, 

1625 K St., N. W., 
Washington, D. C. 

Attorneys for Petitioner. 

Cummings, Stanley, Truitt and Cross, 

Of Counsel. 

August 15,1950. 
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RESPONDENT’S STATEMENT OF QUESTIONS 

PRESENTED 


L The first question is whether petitioner, a private cor¬ 
poration, organized under a general statute applicable to 
the incorporation of corporations for benevolent, charit¬ 
able, mutual improvement, and other purposes, which oper¬ 
ates cafeterias, snack bars, bootblack stands, tourist camps, 
boathouses, excursion boats, and engages in many other 
businesses under a concessionaire contract with the Govern¬ 
ment, is entitled to exemption from personal property and 
franchise taxation as a “charitable” organization under 
applicable laws of the District of Columbia. 

II. If the Court determines that petitioner is not entitled 
to exemption from District of Columbia franchise taxes as 
a charitable organization, the second question is whether 
petitioner is exempt from franchise taxes as a civic league 
or organization not organized for profit but operated ex¬ 
clusively for the promotion of social welfare within the 
meaning of the applicable District of Columbia law. [This 
question has no application to the personal property taxes 
involved.] 
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April Term, 1950 
Nos. 10676,10677,10678 


Govebnment See vices, Inc., Petitioner, 

v. 

Distbict of Columbia, Respondent. 


Petition for Review of Decision of the Board of Tax Appeals 
for the District of Columbia. 


BRIEF FOR RESPONDENT 


COUNTER-STATEMENT OF THE CASE 
Preliminary Statement 

Counsel for respondent, being mindful of Rule 17(e)(2) 
of the rules of this Court, attempted to make a concise 
counter-statement of the case deemed necessary to correct 
inaccuracies and omissions in petitioner’s statement but 
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found that such counter-statement would require several 
pages and, therefore, the Court would not have a clear 
and concise statement of the case. 

Petitioner’s statement of the case consists (1) in part of 
facts found by the Board of Tax Appeals, (2) in part of the 
Board’s reasoning in the Board’s memorandum opinion, 
(3) in part of certain selected portions of the evidence ad¬ 
duced before the Board but not contained in the Board’s 
findings of fact, and (4) in part of argument which included 
but was not limited to an unreported decision of the Board 
of Tax Appeals with respect to another organization. 1 Of 
a total of 79 references in petitioner’s statement of the case 
only 12 are to the Board’s findings of fact. Two of the 
references are to “App. p. 201” (Br., pp. 7, 8); however, 
the last page of the appendix is p. 123 and it is believed, 
from the matter referred to, that the correct references 
are to App. 82 and 85. 

It is settled that findings of fact made by the Board of 
Tax Appeals must be treated as presumptively correct and 
that they will not be disturbed unless 1 ‘clearly erroneous”. 
District of Columbia v. Pace, 320 U. S. 698, 88 L. Ed. 408, 
64 S. Ct. 406; Connecticut Avenue Cafe v. District of Col¬ 
umbia, 83 U. S. App. D. C. 272, 169 F. 2d 304. Petitioner 
has not in its statement of the questions presented, its 
statement of points, or in its argument, attacked the 
Board’s findings of fact or attempted to show wherein any 
findings of fact or portion thereof is clearly erroneous. 
Under these circumstances respondent deems it proper and 
necessary to make a complete statement of the case based 
upon the Board’s findings of fact: 

1 Welfare Association of the United States Department of Agriculture v. 
District of Columbia, Dkt. No. 473. Petitioner, in its argument (Br., pp. 15, 
26), has also referred to the unreported case of Welfare and Recreational As¬ 
sociation of Public Buildings and Grounds, Inc., v. District of Columbia , 
D. C. B. T. A. Diet. No. 495. Counsel for respondent will obtain certified 
copies, in triplicate, of the Board’s opinions in those cases and furnish them 
to the Court at the oral argument of this case. 
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Statement of the Case 

Petitioner is a District of Columbia corporation. It was 
incorporated in 1927 under the name “Welfare and Re¬ 
creational Association of Public Buildings and Grounds” 
but in 1945 changed its name to “Government Services, 
Inc.” Petitioner was organized under the provisions of 
Subchapter Three, Chapter Eighteen, of the Code of Law 
for the District of Columbia (1901), 31 Stat. 1283 (Title 29, 
Chap. 6, D. C. Code, 1940), applicable to the incorporation 
of corporations for benevolent, charitable, mutual improve¬ 
ment, and other purposes. Petitioner was formed by seven 
persons, including the then Director of Public Buildings 
and Public Parks, and it was stated in the certificate of 
incorporation that they associated themselves for benevol¬ 
ent and charitable purposes and for mutual improvement. 
The business and objects of petitioner are stated to be to 
operate cafeterias and newsstands in Federal buildings for 
Federal employees, to render first-aid in case of sickness 
or accident, to assist government employees in cases of 
emergency or distress along recognized lines of welfare 
work, to conduct tourist camps, bathing pools, and to pro¬ 
vide lunch and refreshment stands and recreational facili¬ 
ties, and to supply or make available services or facilities of 
all kinds for said employees and for the general public, with 
a view of helping the proper government officials to the 
fullest extent practicable to develop possibilities of the 
Federal buildings and Federal property in the United 
States for the health, safety and general welfare of govern¬ 
ment employees and of such of the public as may be legally 
admitted thereto, by furnishing all service at minimum 
cost, with least exposure, and with special care for the 
health, comfort and convenience of all participating. (App. 
17, 18, Findings 1, 2.) 

The certificate further provided that in the conduct of 
business charges are to be made as low as practicable to 
safely maintain the credit required for operation; that any 
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additional profits reaUzed are to be expended in additional 
plant, equipment or supplies for the above purposes and the 
extension of such business and facilities; and that no part 
of the profits was to inure to private gain, except insofar 
as payments are made in the usual manner as wages, etc., 
for services to employees of the association (App. 18, 19). 

Petitioner has not ever issued any stock. Petitioner is a 
membership organization and has four classes of member¬ 
ship: (1) Active members who are restricted to (a) signers 
of the certificate of incorporation and (b) certain officials or 
officers in the service of the United States, directly or 
through corporations controlled by the United States, or of 
the District of Columbia; (2) associate members, consisting 
of any employee, official or officer in the service of the 
United States, directly or through corporations controlled 
by the United States, of the District of Columbia, or of the 
petitioner; (3) honorary members; and (4) insurance 
members. (App. 19, 20, Findings 3, 4). 

The affairs of petitioner are managed by a Board of nine 
trustees, elected by the active members. The trustees re¬ 
ceive no salaries or other compensation for their services, 
as such. The secretary-treasurer is the only officer who 
receives compensation. (App. 20.) 

Under an agreement made June 30,1927, by and between 
the petitioner and the Director of Public Buildings and 
Public Parks of the National Capitol petitioner under¬ 
took to operate many and various businesses on Govern¬ 
ment property. The agreement further provided that peti¬ 
tioner should have the right to set up a reserve fund in cash 
or negotiable securities in an amount not to exceed $25,000 
and to maintain a working balance of capital in bank not in 
excess of $10,000; that such portion of petitioner’s net pro¬ 
fit earned under the agreement as might not be required to 
create or maintain such reserve fund and working capital 
should, from time to time, be divided equally between the 
United States and petitioner in lieu of rent. This agree- 
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ment was in force from the date of its execution through the 
period involved in these appeals. (App. 20, 23, Findings 
6, 7, 11.) 

The taxes here involved consist of personal property 
taxes for the fiscal year 1949 and franchise taxes for the 
fiscal year 1948 (App. 25, 26, Finding 15). During 1948 
petitioner operated, under the 1927 contract, several cafe¬ 
terias, snack bars, and park, recreational and miscellaneous 
activities. In addition it operated under separate contracts, 
bootblack stands, souvenir stands, refreshment stands, tour¬ 
ist camps, a boathouse and excursion boats, band concerts, 
tea houses, tennis courts, swimming pools, veterans’ hous¬ 
ing dormitories and cafeterias; and, on a commission basis, 
bicycle rentals, a drug store, a gift shop, boat rentals, gen¬ 
eral merchandise, popcorn vending machines, cigarette 
vending machines, drink vending machines, candy vending 
machines and pinball machines. Some of petitioner’s activ¬ 
ities were undertaken at a loss and were continued at a 
loss, but on some occasions unprofitable operations were 
discontinued at the instance of petitioner. Except during 
the war, the patronage of the various facilities operated by 
petitioner have not been restricted to Government em¬ 
ployees or to any class of persons; however, during the war 
certain cafeterias in Government buildings were barred to 
persons who did not have passes as Government employees. 
(App. 22, Finding 8.) 

In 1948 petitioner paid [the Board says * * contributed”] 
to approximately 15 so-called welfare and recreational or¬ 
ganizations in various Government establishments amounts 
equal to 5% of the gross profit of the particular installa¬ 
tion. If a particular installation was operated at a loss, the 
organization of that Government establishment received 
nothing from that source, although other installations of 
petitioner in other establishments showed a profit. (App. 23, 
Finding 10.) Petitioner’s operations from the time of its 
incorporation to December 31, 1945, resulted in a net profit 
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in each year, and its earned surplus on December 31, 1945, 
was nearly two million dollars. Petitioner’s earned sur¬ 
plus on December 31,1947 and December 31,1948 was near- 
ly one and one-half million dollars. (App. 24.) For the 
years 1940 to 1945, inclusive, when petitioner was operating 
at a net profit, petitioner paid to the so-called welfare and 
recreational organizations a minor fraction of such net 
profit, consisting of 35.8% in 1940 and decreasing each 
year, except for the year 1943, to 12.6% for 1944 and 
12.1% for 1945 (App. 23). For the years 1946, 1947 and 
1948, when petitioner operated at a net loss, its * 1 donations 
and contributions” were: 1946, $1,402.60; 1947, $3,277.41; 
1948, $5,725.64 (App. 24). Petitioner’s assets, liabilities 
and net worth on December 31,. 1947 and 1948, were as 
follows (App. 24, 25): 


Year 

Assets 

Liabilities 

Net Worth 

1947 

. .. $2,993,649.16 

$1,530,083.44 

$1,463,565.72 

1948 . 

. 2,718,613.84 

1,268,392.00 

1,450,221.84 


The Assessor of the District of Columbia assessed tan¬ 
gible personal property and franchise taxes against the 
petitioner for the tax years involved and petitioner season¬ 
ably appealed therefrom to the Board of Tax Appeals on the 
ground that it was exempt from such taxes (App. 25, 26). 
The Board of Tax Appeals, after making findings of fact, 
concluded as a matter of law that petitioner was not one 
of the corporations favored by tax exemption and affirmed 
the assessments (App. 27). 

SUMMARY OF ARGUMENT 

Petitioner is not exempt from District franchise and personal 
property taxes as charitable organization within the meaning of 
the applicable statutes. Petitioner was organized and is operated 
primarily for the benefit of Federal employees. The operation of 
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cafeterias, snack bars, bootblack stands, tourist camps, boat- 
houses, excursion boats, drug stores, and similar commercial 
enterprises whereby Federal employees can buy meals and obtain 
advantages and services at minimum cost does not constitute dis¬ 
pensing charity to the poor. The operations of petitioner whereby 
Federal employees can obtain meals and services at minim um 
cost and, in addition, a percentage of the profits is distributed to 
various Government-employee organizations, result in petitioner 
being conducted for private gain. Petitioner’s operations do not 
relieve the burdens of the District Government which is the 
fundamental theory underlying tax exemptions. On the con¬ 
trary, if petitioner is exempted from taxation the burdens of the 
District Government would be increased and the remaining tax¬ 
payers of the District would have to bear the additional burden 
through increased taxes. 

The petitioner has attempted to influence legislation pending 
in the Congress of the United States. Consequently, petitioner 
does not meet the requirement under the franchise tax statute 
that no part of its activities shall consist of carrying on propaganda 
or otherwise attempting to influence legislation. 

Petitioner does not qualify for tax exemption as a charitable 
organization within the meaning of the statutes involved and the 
decision of the Board of Tax Appeals is correct. 

Peetitioner’s alternative claim for franchise tax exemption as a 
civic league should be denied also because it does not meet the 
prescribed tests. The Federal ruling in 1938 on petitioner’s ex 
parte statement of its activities that petitioner was then entitled 
to exemption from Federal income taxation under § 101(8), 
L R. G, is not binding on either the Board of Tax Appeals or this 
Court. The facts show that it is organized for profit; that it is 
not a dvic league within the meaning of the statute; that it is not 
operated exdusively for the promotion of social welfare within 
the meaning of the statutory provirion; and that its net earnings 
arc not devoted prinripally to charitable, educational, or recrea¬ 
tional purposes within the District 
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ARGUMENT 

I 

Petitioner is not entitled to exemption from Taxation under the 
statutes involved as a “charitable” organization. 

The principal question for decision by this Court is 
whether the petitioner is entitled to exemption from per¬ 
sonal property and franchise taxation under the applicable 
laws of the District of Columbia as a “charitable” organiza¬ 
tion. 

A. The Franchise Tax 

Petitioner contends that it is a charitable organization 
within the meaning of § 1(d), Title II of the District of 
Columbia Income and Franchise Tax Act of 1947 [hereafter 
referred to as the 1947 Act], 61 Stat. 334, ch. 258 (§ 47-1554 
(d), D. C. Code 1940, Supp. VII), and, therefore, exempt 
from the franchise taxes imposed upon corporations under 
that Act Said section is almost, but not quite, identical to 
§ 101(6) of the Internal Revenue Code, 53 Stat 33 (§ 101(6), 
Title 26, U. S. C. 1946). In order to be exempt under 
§ 101(6), L R. C., an organzation must meet all the tests. 
See 6 MertenSy Law of Federal Income Taxation, § 34.15, p. 
25. The only differences between § 101(6), L R. C., and 
§ 1(d) of the District 1947 Act are that under the District 
section the favored organization must operate “to a sub¬ 
stantial extent within the District”, and that “no part” of 
the organization’s activities may consist of carrying on 
propaganda or other attempts to influence legislation, 
whereas under § 101(6), L R. C., the organization’s activi¬ 
ties in the latter respect may constitute “no substantial 
part” of its activities. 

It is important to note, before the applicable tests of ex¬ 
emption are discussed, that § 2(d) (4) of the District of Co- 


9 


lumbia Income Tax Act (1939), as amended, 56 Stat. 42, ch. 
33 (§ 47-1502(d) (4), D. C. Code 1940, Snpp. VTI), which was 
repealed by the 1947 Act, was identical in every respect with 
§ 101(6), I. R. C. The exemption provisions in the District 
of Columbia Income Tax Act [Title II of the District of 
Columbia Revenue Act of 1939] were “amended so as to 
conform precisely to the exemption provisions in the regular 
Federal income tax” [88 Cong. Rec. 541]. However, many 
of the exemptions allowed under the Federal income tax 
were not included in the District Act of 1939, as amended, 
or in the District 1947 Act. 

In view of the foregoing it seems not only permissible but 
appropriate to discuss petitioner’s claim for exemption as 
a “charitable” organization under § 1(d) of the 1947 Act in 
light of the regulations and decisions applicable to § 101(6), 
L R. C. 

The Federal Regulations provide in material part as 
follows [Title 26, C. F. R., § 3.101(6)-1]: 

“In order to be exempt under section 101(6) of 
the Act, the organization must meet three tests: 

“(a) It must be organized and operated exclu¬ 
sively for one or more of the specified purposes; 

“ (b) Its net income must not inure in whole or 
in part to the benefit of private shareholders or in¬ 
dividuals ; and 

“(c) It must not by any substantial part of its 
activities attempt to influence legislation by propa¬ 
ganda or otherwise. 

“Corporations organized and operated exclu¬ 
sively for charitable purposes comprise, in general, 
organizations for the relief of the poor. The fact 
that a corporation established for the relief of indi¬ 
gent persons may receive voluntary contributions 
. from the persons intended to be relieved will not 
. necessarily deprive it of exemption. • • • 

“Since a corporation to be exempt under section 
101(6) of the Act must be organized and operated 
exclusively for one or more of the specified pur- 
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poses, an organization which has certain religious 
purposes and which also manufactures and sells 
articles to the public for profit, is not exempt under 
section 101(6) even though its property is held in 
common and its profits do not inure to the benefit 
of individual members of the organization. • • • 

“ Money contributed by members of an organiza¬ 
tion to a common fund to be applied to the relief 
of the particular members of the organization or 
their families when in sickness, unemployed, in 
want, or under other disability, is not a charitable 
fund.” 

(1) The organization and operation of petitioner .— 
Petitioner’s certificate of incorporation states that it was 
organized for benevolent and charitable purposes and for 
mutual improvement . Its objects are stated to be, general¬ 
ly, to operate cafeterias, newsstands, and other business 
activities “for Federal employees”, to assist government 
employees in case of sickness, accident, emergency or dis¬ 
tress, and to provide recreational facilities and other serv¬ 
ices and facilities for said employees and the general pub¬ 
lic—all “at minimum cost” (App. 18). Petitioner was 
clearly not organized for relief of the poor; it was organ¬ 
ized for the mutual benefit of Federal employees. It is a 
non-stock membership organization. And as respondent’s 
statement of the case, supra , shows, petitioner was operated 
for the mutual benefit of Federal employees. Gross profits 
were distributed to various government-employee organiza¬ 
tions on the basis of 5% thereof while petitioner accumu¬ 
lated earned surplus from one and one-half million dollars 
to nearly two million dollars and, in addition, furnished 
meals to government employees at lower prices than they 
could be obtained from commercial establishments through¬ 
out the District, which latter, admittedly, is “a benefit to 
the Government employees for whom the operation is run” 
(App. 49). Petitioner’s primary purpose is the operation of 
commercial facilities and providing services for Federal 
employees for their mutual benefit. Petitioner makes no pre- 
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tense of being organized or operated exclusively or even 
partially for relief of the poor. If there is any “charity” 
dispensed by petitioner, even under the broadest interpreta¬ 
tion of that word, 2 it is dispensed principally for Federal 
employees. As stated in Underwriters’ Laboratories v. 
Commissioner of Internal Revenue, (CA 7,1943), 135 F. 2d 
371,373, cert. den. 320 U. S. 756, denying plaintiff exemption 
under § 101(6), I. E. C.: “If it is charity, it began at 
home.” Accordingly, since petitioner’s primary, if not the 
sole, purpose is the mutual improvement of or benefit to 
Federal employees, it cannot possibly be organized or op¬ 
erated “exclusively” for “charitable” purposes. Cf. 
Better Business Bureau of Washington, D. C. v. District 
Unemployment Compensation Board (M. C. A., D. C. 1943), 
34 A. 2d 614; Better Business Bureau of Washington, D. C. 
v. United States, 79 U. S. App. D. C. 380, 148 F. 2d 14, 
affirmed 326 U. S. 279, 66 S. Ct. 114, 90 L. Ed. 71. See also 
United States v. La Societe Francaise de Bienfaisance 
Mutuelle (CA 9,1945), 152 F. 2d 243. While it is undoubted¬ 
ly questionable whether petitioner could properly incor¬ 
porate itself for benevolent and charitable purposes as well 
as for “mutual improvement” purposes [see Dancy v. 
Clark, 24 App. D. C. 487 and American Elementary Electric 
Co. v. Normandy, 46 App. D. C. 329] under Subchapter 
Three, Chapter Eighteen of the Code of Law for the Dis¬ 
trict of Columbia, supra, we do not raise the question here. 
For the purpose of this appeal it is immaterial whether 
petitioner was organized under the District statute applic¬ 
able to the formation of charitable institutions or business 
corporations. Better Business Bureau of Washington, 
D. C. v. United States, supra, footnote 3; 6 Mertens, supra , 
§ 34.17, p. 29. In tax matters the courts look to what was 
actually done rather than the declared purpose or purposes 

2 See International Reform Federation v. District Unemployment Com¬ 
pensation Board, 76 U. S. App. D. C. 282,131 F. 2d 337, cert. den. 317 U. S. 693, 
relied upon by petitioner, and Justice Miller’s dissenting opinion. 
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of the taxpayer. Louis W. Gunby v. Helvering, 74 App. 
D. C. 185, 122 F. 2d 203. 8 

Petitioner has cited many cases involving State statutes 
with respect to property, estate and inheritance taxes, suits 
for damages and the construction of wills in support of its 
contention that it is a charitable organization. Such cases 
involved particular facts with respect to each case which 
convinced the courts that the respective litigants involved 
were entitled to the relief sought. While a gift may, under 
certain circumstances, be a gift for a charitable purpose or 
use, and a corporation may be clearly a “charitable” or- 
organization [which is certainly not so with respect to peti¬ 
tioner], these facts do not warrant or establish the right to 
tax exemption. This is clearly pointed out in Charlesbank 
Homes v. City of Boston, 218 Mass. 14,105 N. E. 459, cited 
and relied upon by petitioner in this case, wherein the Su¬ 
perior Court, Suffolk County, Mass., stated that it did not 
doubt that the plaintiff was a “charitable” corporation but 
nevertheless held that its real estate was not entitled to 
exemption from taxation because the use thereof was not in 
compliance with the provisions of the applicable statute. 
The fundamental theory of tax exemption is, of course, that 
the grantee of the exemption performs a function which 
must otherwise be performed by the government Hazen 
v. National Rifle Association, 69 App. D. C. 339, 101 F. 2d 
432. The exemptions granted under the Federal income tax 
law with respect to charitable, etc., organizations, are “upon 
the theory that such institutions relieve the government of 
some of its burdens.” 6 Mertens, supra, § 34.14, p. 25. It is 
also well established that statutes exempting from taxation 
are to be strictly construed and are not to be enlarged by 
implication. Helvering v. Northwest Steel Mills, 311 U. S. 
46, 61 S. Ct. 109, 85 L. Ed. 29; Hebrew Home for the Aged 
v. District of Columbia, 79 U. S. App. D. C. 64,142 F. 2d 573; 

Waller v. United States,: _U. S. App. D. C_, 180 F. 2d 

194,197. 

8 And sec White v. Central Dispensary and Emergency Hospital, 69 App. 
D. C. 122, 127, 99 F. 2d 355. 
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In the present case the bnrdens of the District of Colum¬ 
bia Government are in no wise relieved by petitioner’s op¬ 
erations, particularly with respect to benefiting its individ¬ 
ual members so that they can obtain food and other com¬ 
modities and services at the lowest possible cost. On the 
contrary, if petitioner is exempted, it would increase the 
burdens of the respondent. Other employees such as Dis¬ 
trict Government employees and persons in private em¬ 
ployment in the District would have to bear the burden, 
through taxation, 4 of helping to provide meals and other ad¬ 
vantages at low cost for Federal Government employes. 5 
It would be ridiculous to say that either the Federal Gov¬ 
ernment or the District of Columbia Government owes a 
duty to its employees, or to the general public, to provide 
them with low-cost meals, cafeterias, snack bars, shoe shine 
stands, souvenir stands, swimming pools, tennis courts, 
golf courses, pleasure boats, drug stores, bicycles, loans, 
tourist camps, summer resorts, tea houses and the like. And 
if petitioner succeeds in its present attempt to gain exemp¬ 
tion from District franchise taxes, it will undoubtedly seek 
exemption from real property taxes, District unemployment 
compensation taxes, social security taxes and old age bene¬ 
fits taxes, which it has been paying (App. 57, 58). It is 
interesting to note in this respect that the only contributions 
made by petitioner during 1948 and 1949 to recognized 
charities were (App. 62): 

Community Chest Federation $1,000 each year 

American Red Cross $100 or $150 each year 

Police Boys’ Club $100 each year 

*. Sec. 47-501, D. C. Code, 1940, requires the Commissioners to annually fix 
such rates of taxation on real and personal property as will produce the 
money necessary to defray the District’s share of expense during the year for 
which the rate is fixed. In 1949 the House Committee on Appropriations 
specifically mentioned this in Report No. 167, 81st Congress, 1st Session. 

8 Petitioner intended to pass on the former business privilege tax to its 
patrons (Supp. Tr., p. 3-7) but, of course, did not do so when it was exempted. 
The Corporation Counsel had ruled against the exemption as to District in¬ 
come taxes (Supp. Tr. 9). 
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Respondent makes no contention that petitioner was not 
operated “to a substantial extent within the District”. 

(2) Use of petitioner's income. —Independent of the test 
whether petitioner was organized and operated exclusively 
for charitable purposes, § 1(d) of the 1947 Act, as does 
§ 101(6), I. R. C., provides as a requisite to exemption that 
no part of the net earnings shall inure to the benefit of 
private shareholders or individuals. It seems to be settled 
that profits may inure to the benefit of private shareholders 
or individuals other than by monetary dividend payments. 
United States v. La Societe Francaise de Bienfaisance 
Mutuelle, supra. If an individual, or a limited number of 
individuals, reaps commercial benefits from operation of the 
organization, though they do not do so by direct acquisi¬ 
tion or payment over to them of its earnings, the earnings 
may nevertheless “inure” to their “benefit” within the 
meaning of the phrase so as to destroy exempt status. 6 
Mertens, supra, § 34.18, p. 30. This applies to petitioner. 
As pointed out above, petitioner was not only organized to 
operate for the commercial advantage of Federal employees 
by providing its facilities and services at minimum cost, 
but did so. In addition to payment of 5% of the gross pro¬ 
fit to government-employee organizations and the accumu¬ 
lation of a large earned surplus, petitioner was able to pro¬ 
vide meals to Federal emplyees, in competition with or¬ 
dinary businesses, at lower cost than they could have been 
obtained from competitors (App. 49). The Tax Court has 
recently had occasion to decide a similar question. In 
Automobile Club of St. Paul v. Commissioner, 12 T. C. 1152 
(CCH Dec. 17065), petitioner, an automobile club, deriving 
its income principally from membership dues and the sale 
of insurance and rendering to its membership various serv¬ 
ices, including emergency road service, tourist information 
and similar services, was denied exemption from Federal 
income taxation. It had sought exemption under §§ 101(8) 
and 101(9), I. R. C. The Court denied exemption under § 
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101(9), which contains the condition that no part of the net 
earnings conld inure to the benefit of any private share¬ 
holder, on the basis of one of its prior decisions wherein it 
had said: 

“ * # • Its [petitioner’s] principal activity was 
the rendering of services of a commercial nature 
to members at a lower cost than they would have to 
pay elsewhere. It thereby competed with others 
rendering similar services as a regular business for 
profit. • • • These were not merely incidental to 
some other transcending purpose of the petitioner. 

The petitioner was definitely engaged in business 
of a kind generally carried on for profit. It had 
some profits from that business and its members 
profited by receiving the service cheaper than they 
could have obtained it elsewhere. Such an organ¬ 
ization is not exempt from tax under section 
101(9).” 

The court denied exemption under § 101(8) for the same 
reason. 

On this condition of exemption petitioner relies princi¬ 
pally upon the finding of the Board of Tax Appeals that no 
part of petitioner’s net earnings have inured to the benefit 
of any private individual (Pet. Br., p. 17; App. 20, Finding 
5). Such “finding”, however, is nothing more than an er¬ 
roneous conclusion of law. If it could be considered a find¬ 
ing of fact—which we respectfully submit it is not—the 
finding is clearly erroneous in light of Findings of Fact Nos. 
2, 6,8,10,11 and 12 (App. 18-24), and undisputed testimony 
(App. 49). 

It is observed that although petitioner relied upon the 
case of Trinidad v. Sagrada Orden, 263 U. S. 578, 44 S. Ct. 
204, 68 L. Ed. 458, before the Board of Tax Appeals (App. 
29), it does not rely upon that case before this Court. The 
Trinidad case is the leading case on the subject of income 
tax exemption. In that case it was conceded that the plain- 
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tiff was organized and operated for religions, charitable and 
educational purposes and that no part of its net income in¬ 
ured to the benefit of any stockholder or individual, but the 
government contended that it was not operated “ exclu¬ 
sively’’ for those purposes. The Court affirmed the lower 
court, granting the exemption, and in the course of the 
opinion stated (263 U. S. 582): “It is not claimed that 
there is any selling to the public or in competition with 
others.” The Trinidad case established the principle for 
income tax exemptions that the destination of the income 
rather than the source thereof was the test. 6 On May 25, 
1950, the Tax Court distinguished the Trinidad case in C.F. 

Mueller Co . v. Commissioner, 14 T. C._(No. Ill 1 /-*, 

C. C. H. Dec. 17,652). The Mueller Co. organized itself as a 
charitable, etc., corporation and took over a business con¬ 
sisting of the manufacture and sale of macaroni and similar 
products; its net earnings, after payment of a part thereof 
to reduce a purchase-money loan, were paid to New York 
University, an educational institution, for vrhich provision 
had been made in the certificate of incorporation. The com¬ 
pany claimed exemption under § 101(6), L R. C. The Tax 
Court held that the doctrine announced in the Trinidad case 
and later decisions of the same nature did not apply to the 
case of a corporation which, although organized for charit¬ 
able purposes, carried on general business activities and 
turned the profits over to a corporation entitled to exemp¬ 
tion under § 101(6). The Tax Court relied upon the case of 
Universal Oil Products Co. v. Campbell (CA 7, 1950), 181 
F. 2d 451, and said that Congress had clearly in mind the 
difference between various kinds of corporations; that it 
intended to exempt some because of the main activity car¬ 
ried on and others because they merely held property and 
collected the income therefrom for an exempt corporation; 

•This principle is not applicable in property tax cases. Howard University 
v. District of Columbia, 81 U. S. App. D. C. 40, 155 F. 2d 10, cert. den. 329 
U. S. 739. 
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and that Congress said nothing about a third class which, 
like the Mueller Co., entered actively into business to make 
money for an exempt corporation. See also Stanford Uni¬ 
versity Book Store v. Helvering , 65 App. D. C. 364, 83 F. 2d 
710. 

In the present case it appears that there is a fourth class 
of corporations, like the petitioner, which enters actively 
into business to make money for the mutual benefit of Fed¬ 
eral employees by way of reduced prices and other advan¬ 
tages. Congress, likewise, has said nothing by way of ex¬ 
emption from taxation of this fourth class, except to not 
exempt it. 

(3) Petitioner's activities to influence legislation. —The 
remaining condition of exemption under § 1(d) of the 1947 
Act is that no part of petitioner’s activities shall be carry¬ 
ing on propaganda or otherwise attempting to influence 
legislation. Petitioner’s only answer to this is that “peti¬ 
tioner’s president has testified that no part of the activities 
is carrying on propaganda or otherwise attempting to in¬ 
fluence legislation (App. p. 40)” (Pet. Br., p. 17). The 
testimony referred to is (App. 41): 

“Q. [By Mr. Cross] Through the tax year in 
question, 1948, was any part of the activities of 
your service devoted to dissemination of propa¬ 
ganda? • • • 

“A. [By General Grant] No, the corporation 
did not distribute any propaganda that I have any 
knowledge of.” 

The testimony referred to does not mention activity at¬ 
tempting to influence legislation The evidence shows, how¬ 
ever, that petitioner, particularly through General Grant, 
did so. Pages 8, 11, 12, 13, 14, 15 and 16 of the Supple¬ 
mental Transcript show that petitioner certainly has been 
attempting to influence legislation. S. 2779, 80th Congress, 
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2d Session, a Bill to create a Government corporation to 
operate cafeterias and conduct certain other activities in 
Government buildings and on Government property [94 
Cong. Rec. 7135] was not enacted into law . A similar Bill 
(H. R. 6453, 80th Congress) likewise was not enacted into 
law. This proposed legislation was opposed by General 
Grant, petitioner’s president. Although the record [94 
Cong. Rec., Daily Digest, p. D428] shows that General 
Grant appeared before the sub-committee and opposed the 
proposed legislation in his capacity as Chairman of the Na¬ 
tional Capital Park and Planning Commission, 7 there can 
be no question that petitioner, through General Grant, its 
president, opposed the legislation as shown by petitioner’s 
minutes of meetings of its Board of Trustees referred to 
above. The entry of August 12, 1948, is particularly ap¬ 
plicable (Supp. Tr. 15): 

“President Grant reviewed action taken by the 
Corporation with respect to legislation which had 
been presented before both Houses of Congress 
with the view of replacing GSI by a Government 
corporation. A statement of the attitude of Govern¬ 
ment Services, Inc., was presented to Senator Bald¬ 
win, acting for the Senate Committee, and to Con¬ 
gressman Dondero’s Committee in the House, and 
it is felt that this testimony was valuable in caus¬ 
ing action to be refused by the Senate and held in 
abeyance by the House Committee.” 8 

It will thus be seen that petitioner does not meet the final 
test prescribing that “no part” of its activities shall be 
carrying on propaganda or otherwise attempting to in¬ 
fluence legislation. 

7 It is interesting to note that General Grant, petitioner’s president, was 
Director of Public Buildings and Public Parks when the concessionaire contract 
between that agency and petitioner was made (App. 38, 85). 

8 Counsel for respondent has not found the House Committee’s report, if 
any. The Senate Committee’s report is Report No. 1507, 80th Cong. 
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In conclusion with respect to this point of argument cer¬ 
tain other contentions of petitioner should be commented 
upon: 

Petitioner argues (Pet. Br., p. 15) that the Board’s con¬ 
cept of “charity” is “completely novel and unsupported” 
and calls attention to the fact that eight years ago the 
Board, by Morgan, Member Sole, had reached the conclu¬ 
sion that petitioner was a charitable institution. The 
Board, in 1950 in the present case, by Koenigsberger, Mem. 
ber Sole, held that it was not bound by the prior ruling and 
stated (App. 31) that “the file in that case does not show 
on what facts it [the prior ruling] was based in sufficient 
detail to reveal whether petitioner’s activities in that year 
[1939] were similar to those in 1948.” 

The present Board’s concept of “charity” is neither com¬ 
pletely novel nor unsupported. Income tax regulations 
have the force and effect of law. Continental Oil Co. v. 
Helvering, 69 App. D. C. 236, 100 F. 2d 101. The Federal 
Regulations, supra, specifically provide that charitable 
corporations under § 101(6), I. R. C., comprise, in general, 
organizations for the relief of the poor. Congress is deemed 
to have been aware of this construction when it enacted the 
1947 Act and included therein § 1(d), Title H, which is al¬ 
most identical to § 101(6), I. R. C. The Pennsylvania Su¬ 
preme Court, in 1925, stated that the term “poor”, as used 
by lawmakers, describes those who are destitute and help¬ 
less, unable to support themselves, and without means of 
support. Busser v. Snyder, 282 Pa. 440, 128 A. 80, 37 
A. L. R. 1515. The Court said: 

“A large majority of our citizens are ‘poor’ 
people when the word is compared with the term 
‘rich.’ We speak of certain working people as 
poor people, without attributing to them the idea 
that they are not able to work and support them¬ 
selves. If we were to say to these, same persons, 
‘You are objects of public charity and benevol¬ 
ence,’ they would not only feel insulted but would 
be inclined to physically resent the imputation. 
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The term 4 poor,* as used by lawmakers, describes 
those who are destitute and helpless, unable to 
support themselves, and without means of support. 
These are objects of public charity, and in every * 
civilized nation the relief of the poor is a public 
obligation, justifying taxation to raise funds to 
liquidate it.” (Emphasis supplied.) 

Federal Government employees are by no means “poor” 
people. They should pay their way and help support the 
public obligation as to others less fortunate by paying taxes 
rather than to seek tax exemption, through a service or¬ 
ganization, as a public charity. 

Petitioner argues (Pet. Br., p. 25) that it could not dispose 
of its assets (which include a large amount of surplus earn¬ 
ings) in any manner contrary to its “charter”; that it is 
incorporated under § 29-601, D. C. Code 1940, which does 
not authorize incorporation for commercial purposes; and 
that since a “charter” is a contract and it cannot be amend¬ 
ed by the unilateral act of either party, any amendment to 
the corporate charter must be accepted to have binding ef¬ 
fect. As to these arguments, respondent submits the fol¬ 
lowing: 

(a) Petitioner does not have a “charter” in the sense 
that its certificate of incorporation constitutes an unalter¬ 
able agreement or contract with the Government. § 29-604, 
D. C. Code 1940, provides that the organizations enumer¬ 
ated therein, including “charitable” and “mutual improve¬ 
ment” corporations, may “reincorporate” and do other 
things by written consent of two-thirds of the trustees or 
written consent of two-thirds of the owners of the capital 
stock. It was a simple matter for petitioner to amend its 
certificate of incorporation to provide that, upon its dis¬ 
solution, the assets remaining after payment of obligations 
and indebtedness shall be donated to the Federal Govern¬ 
ment (App. 90, 91). It would be just as simple to cancel 
such amendment or to reincorporate and issue stock to its 
members. 
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(b) Petitioner’s statement that § 29-601, D. C. Code 1940, 
does not authorize incorporation “for commercial pur¬ 
poses” is an erroneous conclusion. This Court, less than 
two years after enactment of the statute in question clearly 
stated that corporations organized under said section could 
be “organized for individual gain.” United States ex rel. 
Chicago Business College v. Payne , 20 App. D. C. 606, 615. 
Petitioner is not only organized for “profit” (App. 87) but 
it does in fact operate many commercial businesses. 

Petitioner seeks to invoke the doctrine of collateral 
estoppel on the basis of the prior decision of the Board of 
Tax Appeals. Aside from the fact that the present Mem¬ 
ber Sole of the Board could not determine from the “file” 
(much less from the findings of fact) in the prior case 
whether petitioner’s activities in 1939 were similar to 
those in 1948, there is a different statute and a different tax 
year involved. Under these circumstances the doctrine of 
collateral estoppel does not apply. Argo v. Commissioner 
of Internal Revenue (CA 5, 1945), 150 F. 2d 67, cert. den. 
326 U. S. 762, 66 S. Ct. 144, 90 L. Ed. 459 ; 51 Am. Jur. f 
Taxation, § 1251, p. 1065. 

B. The Personal Property Tax 

Par. 10, § 6 of the Act of July 1, 1902, 32 Stat. 620, ch. 
1352 (§ 47-1208, D. C. Code 1940), exempts from taxation 
the personal property of charitable institutions incorpor¬ 
ated under laws of the United States or of the District of 
Columbia and not conducted for private gain. The only 
test under this provision of law which petitioner meets is 
that it is incorporated under law of the District of Co¬ 
lumbia. 

Our argument with respect to the franchise tax is ap¬ 
plicable to the two remaining questions; i. e., whether peti¬ 
tioner is a charitable organization and whether it is con¬ 
ducted for private gain. Petitioner is not a charitable or¬ 
ganization and it is conducted for private gain. The statute 
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under which petitioner is organized permits petitioner to 
engage in business enterprises for private gain. United 
States ex rel. Chicago Business College v. Payne, supra. 
This Court has held that the words “private gain”, as used 
in the statute involved, has reference to gain realized by 
any individual or stockholder who has a pecuniary interest 
in the institution, and that an institution is not conducted 
for private gain if no part of the net income is applied to 
the benefit of any individual. District of Columbia v. Mt. 
Vernon Seminary , 69 App. D. C. 251, 100 F. 2d 116. In 
addition to the accumulation of a large earned surplus and 
the payment of a percentage of gross profits to Govern¬ 
ment-employee organizations, petitioner is able to furnish 
all its services “at minimum cost” (App. 18) as set forth 
in its certificate of incorporation (App. 87, 92). This con¬ 
stitutes a use or distribution of profits, as well as the 
facilities, for the principal benefit of Federal employees 
and petitioner is, therefore, conducted for private gain. 
(See App. 49 and Automobile Club of St. Paul v. Commis¬ 
sioner, supra.) 

One of the clearest methods by which petitioner has dis¬ 
tributed its earnings to Federal employees is by providing 
them meals at less than the cost of producing and serving 
them. During the years 1946, 1947 and 1948 when peti¬ 
tioner operated at a loss the earned surplus decreased from 
$1,878,385.80 to $1,450,221.84, or a total of $428,163.96 (App. 
24). Of this amount, $312,644.09 (73.02%) was lost through 
serving meals at less than cost, computed from figures con¬ 
tained in Petitioner’s Exhibit No. 24 (App. 118), as follows: 


Year Net Loss Per Tray Number of Patrons Amount of Loss 


1946 

1947 

1948 


$—.006064 
$—.003387 
$—.002428 


30,051,437 $182,231.91 

23,284,694 * $ 78,865.26 

21,230,198 $ 51,546.92 


Total . 


$312,644.09 
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It is not reasonable to believe that a big business such as 
petitioner’s which, until recently, has been operated at a 
profit, would be operated consistently at a loss without 
some purpose in mind. The purpose is apparent from the 
record. In 1944 petitioner amended its certificate of in¬ 
corporation (App. 91) so that it provides for donation of 
its assets upon dissolution, after payment of indebtedness, 
to the Federal Government. So, beginning in 1946, peti¬ 
tioner has sold food to Federal employees at less than cost, 
and, if this continues, very soon there will not be any sur¬ 
plus to donate to the Government 

n 

Petitioner is not entitled to exemption from franchise taxation 
as a civic league or other organization under § 1(f), Tide II 
of the statute. 

Petitioner seeks, in the alternative, to be held exempt 
from franchise taxation as a civic league or organization 
under § 1(f) of the 1947 Act, in the event that this Court 
affirms the Board of Tax Appeals holding that it is not a 
charitable organization within the meaning of the statute. 
This point of argument is not applicable to the personal 
property taxes involved. J 

Sec. 1(f) of the 1947 Act is almost, but not quite, identical 
to § 101(8), I. R. C. The difference between those sections 
of the two laws is that under the District section the net 
earnings must be devoted “principally” to charitable, 
educational, or recreational purposes “within the District”, 
whereas the Federal section provides that the net earnings 
shall be devoted “exclusively” to those purposes. In mak¬ 
ing this change the Congress, of course, was aware of the 
rule that exemptions from taxation are generally granted 
because the favored organization performs a function which 
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otherwise must be performed by the government, and that 
since the United States is ubiquitous and the District is not, 
the language of the Federal section was too broad to pro¬ 
tect the revenues of the District [This is true with respect 
to § 1(d), Title II of the 1947 Act.] 

Petitioner states (Pet Br., p. 30) that the merits of its 
contentions for exemption under § 1(f) of the 1947 Act, 
are emphasized by the fact that the Commissioner of In¬ 
ternal Revenue, in 1938, found that petitioner was entitled 
to exemption under § 101(8), L R. C. It is noted from the 
Commissioners ruling (App. 119-123) that prior to 1938 
petitioner had been held to be not entitled to Federal in¬ 
come tax exemption. It is further noted from the ruling 
(App. 123), which was based on petitioner’s ex parte state¬ 
ment of its activities (App. 31) that the Commissioner did 
not state whether the exemption was granted to petitioner 
as a “civic league or organization” for the promotion of 
social welfare or as a “local association of employees”. 
Apparently petitioner does not contend before this Court 
that it is the latter. Also, apparently, petitioner has lost 
its Federal income-tax exemption, as appears from the 
testimony of Mr. Willett, the secretary-treasurer (App. 
41, 57): 

“By Mr. Cross: 

“Q. Are you familiar with the taxes which were 
paid to the Government through the year 1948 by 
Government Services, Incorporated? A. Yes. 

“Q. What taxes did the corporation pay? A. It 
paid Federal income tax , excise tax, D. C. compen¬ 
sation tax, D. C. real estate taxes. It paid Social 
Security taxes.” (Emphasis supplied.) 

Mr. Willett’s further testimony on this subject, however, 
may be confusing unless it be kept in mind that the witness 
was answering a question as to when certain taxes were 
paid (Tr. 87): 
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“By Mr. Cross: 

“Q. Do you know whether, during the year 1948, 
it paid Federal income, D. C. personal property, 

D. C. income and franchise taxes? A. It did not.” 

The taxes here involved are franchise taxes for the fiscal 
year 1948 (App. 11) and personal property taxes for the 
fiscal year 1949, (App. 2, 7), all of which were paid in 1949 
(App. 25, 26). 

In any event, the Commissioner’s ruling in 1938 on peti¬ 
tioner’s ex parte statements is not binding on the taxing 
authorities of the District, as stated by the Board (App. 
31). Nor was it binding upon Morgan, Member Sole of the 
Board, in 1942 when the Board held petitioner to be 
exempt from District income taxes as a “charitable in¬ 
stitution” (Pet Br., p. 15) rather than as a “civic league”. 

Petitioner clearly is not entitled to exemption under 
§ 1(f), Title II of the 1947 Act Under that section peti¬ 
tioner must not be “organized for profit”; must be op¬ 
erated “exclusively” for purposes beneficial to the com¬ 
munity as a whole and its net earnings must be devoted 
principally to charitable, educational, or recreational pur¬ 
poses within the District The case of United States v. 
Pickwick Electric Membership Corp. (CA 6, 1946), 158 F. 
2d 272, relied upon by petitioner, holds that the “net earn¬ 
ings” provision under § 101(8), L R. C., is not applicable 
to civic leagues or organizations, following Hanover Imp. 
Soc . v. Gagne (CA 1, 1937), 92 F. 2d 888. However, as 
recently as June 28* 1949, the Tax Court, in Automobile 
Club of St. Paul v. Commissioner , supra , has taken the op¬ 
posite view. The Tax Court stated: 

“Petitioner further contends that it is exempt 
from tax under the provisions of section 101(8) 
which generally exempts from taxation organiza¬ 
tions which are not organized for profit but oper¬ 
ated exclusively for the promotion of social wel- 
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fare and whose net earnings are devoted exclusive¬ 
ly to charitable, educational, or recreational pur¬ 
poses. From the facts we have found herein, it 
is obvious that the income earned by petitioner was 
not devoted exclusively to charitable, educational, 
or recreational purposes but largely inured to the 
direct benefit of its individual members by way of 
services of a commercial nature rendered to them 
by petitioner at lower rates than they would have 
to pay else where.’* 

We submit that the Tax Court was correct in applying the 
“net earnings” clause to the whole of § 101(8), L R. C. 
Certainly the language of said section does not confine the 
clause to local associations of employees. If this Court 
determines that the net earnings clause does apply to the 
whole section, then, as pointed out in Argument I, above, 
petitioner does not meet that test and exemption should 
be denied under § 1(f) of the 1947 Act 

If this Court decides that the net earnings clause is not 
applicable to petitioner with respect to its claim for exemp¬ 
tion under § 1(f) of the 1947 Act, or does not desire to deter¬ 
mine that question, petitioner should nevertheless be denied 
exemption under the remaining tests. 

Petitioner states (Pet. Br., p. 28) that the question as to 
whether it was “organized for profit” is disposed of “by 
the finding of the Board that petitioner was not (App. p. 
20).” There is no finding of the Board on page 20 of the 
Appendix or elsewhere (App. 17-27) to the effect that peti¬ 
tioner was not organized for profit. Finding 2 (App. 18) 
definitely shows that petitioner was organized for profit. 
The certificate of incorporation (App. 86) specifically pro¬ 
vides for “profits”. And the Board, in distinguishing the 
Pickwick case [the sole authority relied upon by petitioner 
under this point], commented upon the large “earned sur¬ 
plus” accumulated by petitioner since it was organized. 
Unquestionably petitioner was “organized for profit” and 
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therefore does not meet that test. Cf. Amalgamated Hous¬ 
ing Corporation v. Commissioner, 37 B. T. A. 817, affirmed 
on the opinion of the Board (CA 2,1940), 108 F. 2d 1010. 

The petitioner is not operated “exclusively” for the 
“promotion of social welfare” as required by § 1(f) of the 
1947 Act. Similar to the case of Better Business Bureau of 
Washington, D. C. v. United States, supra, 326 U. S. 279, 
the “commercial hue permeating petitioner’s organiza¬ 
tion” is reflected in its corporate title and the provisions 
in its certificate of incorporation for the operation of vari¬ 
ous businesses “at minimum cost” for Federal employees. 
While some of petitioner’s activities may come within the 
category of “social welfare”, its operations are predom¬ 
inantly commercial for the benefit of a small portion of the 
community. The Federal regulations with respect to 
§ 101(8), L R. C., prescribe that civic leagues entitled to 
exemption under that section comprise those not organized 
for profit but operated exclusively for purposes beneficial to 
the community as a whole [Title 26, C. F. R^ § 3.101(8)-11. 
This view was expressed in the Pickwick case, supra, peti¬ 
tioner’s only cited case on this point, where the Court said 
(158 F. 2d 276): 

“• • • A civic league or organization embodies 
the idea of citizens of a community cooperating to 
promote the common good and general welfare of 
people of the community. • • * ” 

To the same effect is Amalgamated Housing Corporation v. 
Commissioner, supra. The plaintiff in the Hanover Imp. 
Soc. case, supra, was organized for the sole purpose of im¬ 
proving the Village Precinct of Hanover and providing 
facilities “for the common use or benefit of all the people 
of the community” (92 F. 2d 889). Corpus Juris Secundum, 
VoL 16, § 182, p. 552, under “General Welfare”, states: 

“Legislation which is sought to justify as 
deemed in the ‘general welfare’ must at least pro- 


— 


— 
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mote the welfare of the general public, as con¬ 
trasted with that of a small percentage or insigni¬ 
ficant numerical proportion of the citizenry.’’ 

Petitioner is certainly not operated for purposes bene¬ 
ficial to the community as a whole. On the contrary, it 
operates principally for the benefit of Federal employees. 
There is no sound reason why petitioner should be sub¬ 
sidized by tax exemption at the expense of other taxpayers 
who must pay their shares of the public revenues. 

CONCLUSION 

It is respectfully submitted that the decision of the Board 
of Tax Appeals is correct and should be affirmed. 
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GOVERNMENT SERVICES, INC., Petitioner , 

v. 

DISTRICT OF COLUMBIA, Respondent. 


On Petition for Review of Decisions of the Board of Tax 
Appeals for the District of Columbia. 


REPLY BRIEF FOR PETITIONER. 


This Reply Brief is primarily devoted to the considera¬ 
tion of certain contentions advanced by the Respondent, 
but these issues should not be allowed to loom so large as 
to obscure the fundamental rationale of the decision of the 
Board of Tax Appeals, D. C., which the Petitioner asks this 
Court to reverse. The Board held Petitioner not to be a 
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charitable institution (or corporation organized for chari¬ 
table purposes) because, in the Board’s opinion, neither the 
United States nor government employees could properly 
be considered objects of charity (App. p. 29). Petitioner 
contends that the definition of “charitable” is to be based 
on the long established law of charitable trusts, as this 
Court has done in considering exemptions from the fed¬ 
eral estate tax, Pennsylvania Co. for Insurance on Lives v. 
Helvering , 62 App. D. C. 254, 66 F. 2d 284 (1933), and the 
District of Columbia Unemployment Compensation Act. 
International Reform Federation v. District Unemployment 
Compensation Board, 76 App. D. C. 282, 131 F. 2d 337 
(1942). 

In construing the provision of the Internal Revenue Code 
(Sec. 101(6)), which is similar to § 47-1554(d) of the Dis¬ 
trict Code and under which Petitioner claims exemption 
from the franchise tax, the First Circuit has relied upon 
cases from the general law of charities. See United States 
v. Proprietors of Social Law Library, 102 F. 2d 481, 483 
(1st Cir. 1939). Petitioner is not aware of any case con¬ 
struing any of the statutes here involved which rejects the 
definition of “charitable” as developed in other fields of 
law, and Respondent cites none. Petitioner’s Brief (p. 19, 
et seq.) discusses authorities firmly establishing the sov¬ 
ereign as a proper beneficiary of a charity and under this 
category, recognized municipal charities as including the 
maintenance of parks or improvements on public grounds. 
By this definition the Petitioner’s activities (all conducted 
at government request) obviously qualify as “charitable”. 

L 

No Profit Inures to the Benefit of Any Individual by Peti¬ 
tioner’s Retention of Part of Its Income. 

The fact that Petitioner has accumulated a very substan¬ 
tial surplus (which is mostly represented by equipment 
owned by Petitioner, the cash used in current operations 
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and by recession protecting reserve) does not destroy its 
exemption, in spite of Respondent’s argument to the con¬ 
trary. A charter provision forbidding a private dissolu¬ 
tion has been held to be effective in removing any objec¬ 
tion for this reason. That non-charitable corporations may 
be organized under the same laws as was Petitioner is also 
no bar to exemption. In Goldsby King Memorial Hospital, 
T. C. Memo. Dock. No. 204, CCH Dec. 14,042 (M) (1944), 
the Court considered both points and in construing Sec. 
101 (6) stated: 

1 ‘That both the charter and amendment were issued 
under the general business corporate laws of Alabama 
does not preclude the Petitioner’s having been or¬ 
ganized for exclusively charitable purposes. 

• • • 

Although Petitioner received net income for each of 
the years ended March 31, 1929 to 1932, inclusive, and 
the calendar years 1932 to 1939, inclusive, except for 
deficits of $4,933.37 and $6,668.83 in the years 1931 and 
1932, such income was completely absorbed by the 
liquidation of a mortgage on its properties. The con¬ 
struction of an addition to its hospital building, and 
the purchase of equipment, furniture and fixtures, all 
of which disbursements were reflected in Petitioner’s 
surplus in the various applicable years by addition to 
its fixed assets. 

• • • 

“The respondent makes a contention that there was 
a possibility that the corporation would be liquidated 
and its property, or, if sold, its proceeds thereof, would 
be distributed as assets to Dr. Skinner and the other 
shareholders; and that, therefore, the net profits rep¬ 
resented in such assets would thus inure to the benefit 
of Dr. Skinner and the other shareholders. • • • This 
contention fails to take into consideration the express 
provision of the amended charter • • •.” 

This is in accord with the Ruling, III-l C. B. 270, that 
“capitalization of earnings of the corporation is not suf¬ 
ficient to prevent it from being held to be exempt from the 
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provision of the statute here in question [Sec. 231(6) of 
the Revenue Act of 1919, which is similar to Sec. 101 (6)].” 

This ruling probably explains the lack of litigation on 
this point although the Fifth Circuit did hold in Commr. v. 
Battle Creek, 126 F. 2d 405 (5th Cir. 1942), that a corpora¬ 
tion chartered under general business corporate laws may 
be exempt. No contrary holdings have been discovered. 

n. 

No Part of the Activities of Petitioner Was Carrying on 
Propaganda, or Otherwise Attempting to Influence 
Legislation. 

The above is a requirement for exemption under Section 
47-1554(d) but not under Section 47-1554(f) and it is not 
a part of the personal property exemption. 

Petitioner did not feel that this issue was a substantial 
one and confined its evidence on this point to one question 
asked General Grant (App. p. 41). However, respondent 
has correctly pointed out that petitioner’s president in his 
capacity as chairman of the National Capital Park and 
Planning Commission did appear before a Congressional 
Committee to testify concerning certain legislation which 
would have substituted a government corporation for Gov¬ 
ernment Services in some of its principal fields of opera¬ 
tion. Further, there is one mention in the extremely 
voluminous minutes of the corporation that a statement of 
Government Services’ attitude on this proposed legisla¬ 
tion was presented to two members of Congress. Of course, 
a report by Government Services on its twenty years of 
experience in operating cafeterias in government office 
building could be of great value to the Committee in con¬ 
sidering the creation of a government owned corporation 
to operate in this field. 

The Board of Tax Appeals did not make any finding of 
fact on this point but the basis of its decision is clearly 
limited to other grounds, with emphasis on an extremely 
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narrow concept of “charity.” Petitioner believes that this 
case falls within the rule that where the Trial Court has 
failed to make a finding on an essential issue, the case need 
not be remanded to it for the making of further findings but 
the Appellate court may waive the requirement where the 
record is so clear it does not need the aid of findings. Camp¬ 
bell v. Campbell, 83 App. D. C. 237, 170 F. 2d 809 (1948); 
Hurwitz v. Hurwitz, 78 App. D. C. 66,136 F. 2d 796 (1943). 

Petitioner contends that the only evidence possibly negat¬ 
ing General Grant’s denial to the effect that Government 
Services does not disseminate propaganda is the single in¬ 
stance mentioned above, involving legislation of a special 
nature and directly related to Petitioner’s operations, and, 
therefore, the Board of Tax Appeals could not as a matter 
of law have found that influencing legislation was a part 
of Petitioner’s activities. Thus, as a matter of law, Peti¬ 
tioner’s exemption must not be denied for this reason. The 
District of Columbia statute is unique in its requirement 
that “no part of the activities” of the Petitioner shall be 
carrying on propaganda since the Internal Revenue Code 
requires only that “no substantial part of the activities” 
be carrying on propaganda. The original federal statute 
did not have any limitation on legislative activity other 
than the restriction inherent in the general law of charities. 
See Slee v. Commissioner, 42 F. 2d 184 (2d Cir. 1930). 
Therefore, under the statute the legislative programs did 
not hamper exemption; the agitation is mediate to the pri¬ 
mary purpose. Thus, Slee v. Commissioner, supra, held 
non-exempt the American Birth Control League which had 
as one of its declared objects “to enlist the support and 
cooperation of • * * legislators in effecting the lawful re¬ 
peal and amendments of state and federal statutes which 
deal with the prevention of conception.” Following such 
decisions Congress amended the exempting statutes, and 
in 1947 it further amended the District of Columbia statute 
to omit the word “substantial” without comment in any 
hearing or any report on the purpose of the amendment. 
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Webster’s New International Dictionary (Second Edi¬ 
tion, 1939), lists several definitions for ‘‘activity”, includ¬ 
ing “normal function or operation” and “an instance of 
being active.” Whether or not one isolated incident con¬ 
cerning pending legislation could, as a matter of law, de¬ 
prive petitioner of its exemption from the franchise tax 
depends upon which of these definitions is accepted by the 
Court. Obviously an isolated occasion incident to the peti¬ 
tioner’s success in its charitable purpose does not make 
influencing legislation a “normal function or operation.” 

This former definition is particularly commended to the 
Court’s attention since the effect of choosing a contrary 
definition would probably nullify the exemption of most 
educational, charitable and religious organizations. As 
stated by Judge Hand: 

“ # • * Nevertheless, there are many charitable, 
literary and scientific ventures that as an incident to 
their success require changes in the law. A charity 
may need a special charter allowing it to receive larger 
gifts than the general laws allow. It would be strained 
to say that for this reason it became less exclusively 
charitable, though much might have to be done to con¬ 
vince legislators. A society to prevent cruelty to chil¬ 
dren, or animals, needs the positive support of law to 
accomplish its ends. It must have power to coerce 
parents and owners, and it does not lose its character 
when it seeks to strengthen its arm. A state university 
is constantly trying to get appropriations from the 
Legislature; for all that, it seems to us still an exclu¬ 
sively educational institution. No less so if, for in¬ 
stance, in Tennessee it tries to get leave to teach evolu¬ 
tionary biology. We should not think that a society 
of booklovers or scientists was less ‘literary’ or ‘scien¬ 
tific,’ if it took part in agitation to relax the taboos 
upon works of dubious propriety, or to put scientific 
instruments upon the free lists.' All such activities are 
mediate to the primary purpose, and would not, we 
should think, unclass the promotors. The agitation is 
ancillary to the end in chief, which remains the exclu¬ 
sive purpose of the association. Trinidad v. Sagrada 
Orden , 263 U. S'. 578, 44 S. Ct. 204, 68 L. Ed. 458.” 
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Similar sentiments were expressed in Girard Trust Com¬ 
pany v. Commissioner, 122 F. 2d 108 (3d Cir. 1941), involv¬ 
ing a corporation under the District of Columbia Code: 

* * Judge Hand has pointed out that the promoters of 
a charity are not unclassed when the charity seeks a 
special charter or when a society to prevent cruelty to 
children seeks positive support of law to accomplish its 
ends or when a university seeks legislation to pro¬ 
vide its appropriations. Surely a church would not lose 
its exemption as a religious institution if, pending a 
proposal to repeal Sunday observance laws, the con¬ 
gregation held a meeting on church property and au¬ 
thorized a committee to appear before a legislative 
body to protect against the repeal.’’ 

Thus, it is clear that the decisions originally allowed 
exemption to corporations with influencing legislation as 
one of their objectives. Later legislation can only reason¬ 
ably be interpreted to mean that the legislative program 
of the corporation could not constitute a substantial part 
of its normal operations, and the latest amendment was 
intended to prevent exempt corporations from sponsoring, 
as one of its regular functions, any legislative program at 
all. The dire consequences of denying corporations the 
right to aid or oppose proposed legislation incident to their 
success and their primary purposes had been carefully 
pointed out by Judge Hand and by Judge Goodrich. It 
would surely be unjust to ascribe to Congress a desire to 
make so fundamental a change in the statute without men¬ 
tion of the change in the extremely voluminous committee 
hearings or committee reports. 

If, however, this court should decide that one legislative 
appearance may destroy petitioner’s exemption, then there 
might appear to be a conflict in the evidence between Gen¬ 
eral Grant’s statement and between possible inferences to 
be drawn from the statement in the Minutes. However, in 
view of the value to the Committee of Government Services 
experience, a reasonable nationalization of any expression 
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of views by Petitioner is that it was upon the request of 
the Congressmen. Of course, this is material only if Peti¬ 
tioner’s exemption from the franchise tax is denied under 
Section 1554(f) and would not concern the personal prop¬ 
erty tax exemption in any event. 

m. 

Petitioner Is Exempt From the Franchise Tax as a Civic 
League or Organization Not Organized for Profit but 
Operated Exclusively for the Promotion of Social 
Welfare. 

Petitioner claims exemption from the franchise tax un¬ 
der two provisions but from the property taxes under only 
one. If it is decided that a narrow definition of “chari¬ 
table” as used in § 47-1554(d) should be adopted, then pe¬ 
titioner’s claim under § 47-1554(f) must be considered. It 
is noteworthy that a narrow definition of “charitable” un¬ 
der § 47-1554(d) could be proper although a broader one 
concerning § 47-1208 is adopted, since other exempting pro¬ 
visions of the franchise tax would also include some or¬ 
ganizations otherwise classified as “charitable.” If Sec. 
47-1554(d) and § 47-1554(f) are mutually exclusive, Peti¬ 
tioner undoubtedly qualifies as an organization not organ¬ 
ized for profit but operated exclusively for the promotion 
of social welfare. 

Respondent’s attack upon Petitioner’s exemption from 
the franchise tax as a civic league or organization not or¬ 
ganized for profit but operated exclusively for the promo¬ 
tion of social welfare erroneously assumes that because 
Petitioner’s income exceeds its expenses from some opera¬ 
tions that this can affect its exemption. Furthermore, Re¬ 
spondent misleadingly reasons that the Bureau of Internal 
Revenue had withdrawn Petitioner’s exemption from the 
Federal income tax granted under a similar provision of 
the Internal Revenue Code (Sec. 101(8)). 

Petitioner’s Exhibit 4 (App. p. 119) evidences petition¬ 
er’s longstanding exemption from the federal tax and the 
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record so shows. Although Petitioner’s witness errone¬ 
ously stated that Petitioner paid federal income tax through 
the year 1948, he then corrected himself by saying that it 
did not pay federal income tax during the year of 1948. 
(App. pp. 41,57, Tr. 87.) 

Respondent distorts this exchange by insisting that Pe¬ 
titioner has lost its exemption from the 1948 tax because 
1948 taxes would be paid in 1949. This obfuscation trips 
over the fact that Petitioner could not have owed federal 
income taxes for 1948 because it had a net loss of $29,773.34 
for that year, although it did have a small profit from its 
operations in the District of Columbia. Thus Petitioner’s 
exemption from the Federal income tax as a “civic league 
or organization” stands unimpeached. 

Although Petitioner contends that it does devote its 
profits to charitable purposes, this requirement in the stat¬ 
ute applies only to local associations of employees and not 
to civic leagues or organizations for the promotion of social 
welfare. Merten’s Law op Federal, Income Taxation, Sec. 
34.29, C. C. H. 1950 Standard Federal Tax Reporter, § 658, 
and Reg. Ill, Sec. 29-101 (8)-l recognize this. 

Petitioner’s active membership in 1948 was composed of 
40 members but Petitioner served 21,230,198 meals to 
patrons during 1948 so that petitioner does not resemble 
those organizations whose, primary purpose is to help their 
members, and also this number of persons served is cer¬ 
tainly a significant numerical proportion of the citizenry. 
The Board recognized that Petitioner’s operations accom¬ 
plished a worthwhile purpose (App. p. 31), and it is clear 
that Petitioner’s operations are an instance of “citizens 
of a community cooperating to promote the common good 
and general welfare of the people of the community”. See 
U. S. v. Pickwick Electric Membership Corp., 158 F. 2d 272, 
276 (6th Cir. 1946). This is the test of a civic organization 
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suggested by respondent and by tbis test Petitioner’s 
exemption from the franchise tax must be sustained. 

Respectfully submitted, 


John W. Cross, 
fl Cabey McN. Euwer, 

John B. Huffaker, 

. 1625 K St., N. W., 

\ • Washington, D. C., 

Attorneys for Petitioner. 


.'.Cua*a«N&s; -Stanley, Truitt & Cross, 
*r*Oy Counsel. 

December 4,1950. 




